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A MESSAGE FROM THE SECRETARY

| am pleased to
present the
Department of
Transportation's
(DOT) Consolidated
Financial Statement
for Fiscal Year 1998,
which highlights our
major programs and
plans for the future,
how these programs
are benefiting the American public, and our
financial position. This report now consolidates
under one cover various program and financial
information that was reported separately to the
American public in past years.

President Clinton’s commitment to “rebuild
America’ signaled his understanding that
improvements needed to be made to the
Nation’s transportation system. This has
resulted in a 41 percent increase in
transportation investment above the last
Administration’s average. Highway, rail, and
aviation transportation are safer than ever,
while the Coast Guard and Maritime
Administration strengthen and support maritime
transportation.

And, there can be no better way to position
transportation for the next century then the
historic enactment this past year of the
Transportation Equity Act for the 21% Century
(TEA-21). Thisnew law gives America
record-level transportation investment, a
guaranteed $198 billion over six years that has
been fully paid for, as the President said when
he signed it, “line by line and dime by dime.”
Just like transportation is about more than
concrete, asphalt, and sted, TEA-21 is about

people--giving them the opportunity to lead
safer, better, more fulfilling lives. It will help
us meet DOT’' s Strategic Goals to enhance
safety, improve mobility, promote economic
growth and trade, protect our environment,
and support national security.

As important as “ making the investment” is, it
is equally important to be able to determine its
effectiveness. In FY 1998 DOT formally
submitted its first annual Performance Plan
under the Government Performance and Results
Act of 1993.

The Plan presents specific performance
measures DOT will use to assess our FY 1999
progress towards meeting our Strategic Goals
and to ensure the best possible management of
our resources. It is most gratifying to have
both the DOT Strategic Plan and the DOT
Performance Plan graded by Congress as the
best in government.

To help us lead the way to transportation
excdlencein the 21¥ Century, DOT is
employing a“ ONE DOT” management
strategy, a strategy that builds on and
emphasizes the collaborative work that is part
of the history of the Department. The various
DOT organizations have their own important
and discrete responsibilities; however, “ ONE
DOT” will ensure that our collective efforts and
actions are aligned with our mission and
strategic goals. In thisway, we can meet our
greatest challenge---to build a safe
transportation system that is international in
reach; intermodal in form; intelligent in
character; and inclusivein service. We at
DOT are working hard to meet this challenge.

Rodney E. Slater



Introduction

@

INTRODUCTION

DOT’ s third Consolidated Financial
Statement presents to the American public,
Congress, the Office of Management and
Budget, and the transportation industry the
Department’s major programs’ current and
future performance and a brief description
of how the public benefits from these
programs; and defines our recent
accomplishments and financial initiatives
and position for FY 1998.

The specific improvements in our program
and financial activities we are
implementing and the progress and
commitment we have made to meet our
strategic goals and our new management
strategy “ ONE DOT” are described in the
following sections of this report:

Management Discussion and Analysis
consists of three sections:

(1) Departmental Overview; (2) Major
Program Performance; and (3) Financial
Management Performance Highlights.

Departmental Overview provides a
high level overview of the agency—in
short, it provides a description of who
we are, what we do and how wdl we
meet the goals we have set.

Major Program Performance
activities are designed to ensure that
America’s transportation system meets
the needs of the American people as
we move into the 21st Century.

Financial Management Performance
Highlights DOT’ s progress with
audited financial statements, the
Federal Financial Management
Improvement Act (FFMIA), the
Federal Managers Financial Integrity
Act (FMFIA), Year 2000, Debt
Collection and Cash Management.

Consolidated Financial Statements and
Notes provide an important tool to promote
and improve accountability and
stewardship over the public resources
entrusted to the Department. Preparing
these statements was part of the
Department’ s overall goal to improve
financial management and to provide
accurate and reliable information that is
useful in assessing performance and
allocating resources.

Auditor’s Report determines whether

(2) the financial statements present fairly
the financial position and results of
operations of DOT in accordance with
OMB Bulletin 97-01; (2) DOT has an
adequate internal accounting and
administrative control structure; (3) DOT
has complied with laws and regulations
which (a) could have a direct and material
effect on the financial statements or

(b) have been specified by OMB; (4) the
information and manner of presentation in
the Management Discussion and Analysis
and Supplemental Information sections are
materially consistent with the information
inthe financial statements; and

(5) supporting data for performance
measures existed and were properly
reported.

Required Supplemental Stewardship
Reporting relates to areas of Federal
Government accountability over certain
resources entrusted to it and certain
responsibilities assumed by it which are
not measured in traditional financial
reports. This new reporting requirement
will focus on assets and investments made
by the Government for the benefit of the
Nation.

Additional Supplemental | nformation
displays the breadth of scope of each
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Operating Administration’s financial
activity shown in the consolidating
statements by major functional area.

These and many more impacts on the public
and on the transportation industry are
described in this report.

Readers who would like to know more
about our programs and our organization
may view our Internet Web Site at
http://www.dot.gov.
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M anagement Discussion and Analysis

R

DEPARTMENTAL OVERVIEW

THE DEPARTMENT
OF TRANSPORTATION

The United States (U.S.) Department of
Transportation (DOT) is the Federal
steward of the Nation’s transportation
system and speaks for transportation in
the Federal Government. It was created
in 1967 to develop transportation policies
and programs that contribute to providing
safe, fast, efficient, accessible and
convenient transportation at the lowest
cost—essentials to meet national
objectives of economic growth and
stability, security of the U.S., and the
efficient use and conservation of

resour ces.

Our Nation’s transportation system is the
largest in theworld. It consists of about
4 million miles of public roads, almost
1.5 million miles of pipdines carrying
natural gas and petroleum, over 5,000
public airports, 570 commercial harbors,
32,000 miles of navigable coastline, and
25,777 miles of inland waterways. Every
day our roads carry over 6.6 billion
vehicle miles of trucks and automobiles
and over 2.5 hillion ton-miles of goods.
Every day our rails carry more than
56,000 people; our waterways carry

2.2 billion ton-miles of freight; our transit
systems move 10 million passengers; and
our airlines carry more than 1.5 million
passengers domestically and overseas.

As we cross the bridge from the 20th to
the 21st Century, we must be prepared to
face global markets, environmental
challenges, trans-national security
threats, and a communication and
information revolution.

Aswe look forward to the 21st Century,
Secretary Rodney E. Slater has stretched
our minds to ensure that we all believe
transportation to be more than concrete,
asphalt and sted. He reminds us that
transportation is about providing
opportunity for people, giving them
mobility and choices. He envisions DOT
offering a guiding light to enable safe
transport of people and goods.
Transportation ties our Nation together
and ties America to therest of the globe.

To keep our system strong, the Clinton
Administration increased investment in
transportation infrastructure by more than
20 percent during thefirst term over the
previous 4 years. Spending for safety
improvements increased by 61 percent.
We have opened over 110 miles of new
rail transit service since 1993. Our
airlines are carrying 25 percent more
passengers than they did in 1993. And,
the condition and performance of our
Nation's key bridges and highways has
improved.

The Department continues to push
forward in Reinventing Government the
common senseway. Through
streamlining, refocusing our efforts on
our customers and on performance
results, and using modern technologies,
we are operating more efficiently and our
work forceis 11 percent smaller than it
was in 1993.

DOT employs almost 100,000 civilian
and military people located across the
country and the world. It includes the
following Operating Administrations
(OAs):
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M anagement Discussion and Analysis

DOT Operating Administrations

United States Coast Guard
(USCG)

Federal Aviation Administration
(FAA)

Federal Highway Administration
(FHWA)

Federal Railroad Administration
(FRA)

National Highway Traffic Safety Administration
(NHTSA)

Federal Transit Administration
(FTA)

Saint Lawrence Seaway
Development Corporation
(SLSDC)

Maritime Administration
(MARAD)

Research and Special
Programs Administration
(RSPA)

Bureau of Transportation Statistics
(BTS)

Surface Transportation Board
(STB)

Transportation Administrative Service Center
(TASC)

ONE DOT
M ANAGEMENT STRATEGY
These

QNE DeT organizations
within DOT,

commonly referred to as Operating
Administrations (OAs) areworking
together as ONE DOT. Weaimto create
the best transportation system for
America. Thistransportation systemis
onethat is international in reach,

intermodal in form, intelligent in
character and inclusive in service.

The ONE DOT management strategy was
introduced in DOT’ s Strategic Plan to
help us meset the challenges of a rapidly
changing world by creating a balanced,
integrated, and intermodal transportation
system. This system will more closdy
reflect how people, communities and
organizations function in the 21st
Century. The ONE DOT concept builds
on and emphasizes the collaborative
work that is part of the history of the
Department. This historical collaboration
has resulted in: significant public
initiatives such as the recently enacted
Transportation Equity Act for the 21%
Century; the leadership which DOT has
assumed in welfare-to-work programs;
rapid and effective responses to natural
disasters; and other DOT efforts such as
“Buckle Up America,” “ Safe
Communities,” “Moving Kids Safdy,”
and the“ Garrett A. Morgan Technology
and Transportation Futures Program,” to
mention afew. Thegoal of the ONE
DOT management strategy is to make
collaboration as natural a part of our
organizational behavior as our discrete
modal activities.

Information about the progress of
individual groups, success stories,
messages from the Secretary and
messages from our regions is shared
throughout the Department and available
on-line at www.dot.gov/onedot

OUR M ISSION STATEMENT

Serve the United States by ensuring
a safe, fast, efficient, accessible and
convenient transportation system
that meets our vital national
interests and enhances the quality of
life of the American people, today
and into the future.

4 &¥DOT Consolidated Financial Statement FY 1998
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STRATEGIC GOALS

The 1997 DOT Strategic Plan isthe
product of the contributions of many.
Representatives from the Office of the
Secretary (OST) and all the Operating
Administrations worked as an integrated
team to build the plan. It recognizes
President Clinton's priorities outlined in
his State of the Union address;

Vice President Gore's guidance
emanating from the Blair House papers
and the management strategies integral to
performing our missions successfully;
Secretary Slater's often stated personal
priorities of safety, infrastructure
investment and common sense
government; the requirement to set
performance goals and to identify
measures to gauge progress; and the
priorities and concerns of DOT partners
in State and local government as well as
industry.

It sets five strategic goals for DOT:

Safety: Promote the public health
and safety by working toward the
elimination of transportation-
related deaths, injuries, and
property damage.

Mobility: Shape America's future
by ensuring a transportation system
that is accessible, integrated and
efficient, and offers flexibility of
choices.

Economic Growth and Trade:
Advance America’s economic
growth and competitiveness
domestically and internationally
through efficient and flexible
transportation.

Human and Natural
Environment: Protect and enhance
the community and the natural
environment affected by
transportation.

National Security: Advance the
Nation’s vital security interestsin
support of national strategies such
asthe National Security Strategy
and National Drug Control
Strategy by ensuring that the
transportation systemis secure and
available for defense mobility and
that our borders are safe from
illegal intrusion.

PERFORMANCE GOALS

DOT’sfirst annual Performance Plan was
completed and was delivered to Congress
with the President’ s Budget for FY 1999.
TheFY 1999 DOT Performance Plan
serves as the top-level link between the
program activities found in each
Operating Administration’s budget and
the Department’ s overall mission and
strategic goals. The Performance Plan
presents 73 performance measures, which
the Department will useto assess its
progressin FY 1999 towards achieving
its long range strategic goals. The Plan
organizes the presentation of these annual
performance goals into five sections--one
for each strategic goal area. Within these
five DOT strategic goal areas, program
activities and their associated budget
resources are grouped together according
to the annual performance goals they
support. Inthis manner a clear line can
be drawn from the mission to the
strategic goal, and finally to the
performance goals, strategies, and
requested resources.

The following performance goals aim to
achieve specific and measurable
improvements toward our strategic goals:
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@& DOT Strategic Goal:
Safety

Highway

v

Reduce the rate of highway-related
injuries per 100 million vehicle-
miles traveled, from 134 in 1997 to
127 in 1999 and 124 in 2000

(page 10).

Reduce the rate of highway-related
fatalities per 100 million vehicle-
miles travaled, from 1.7 in 1997 to
1.6in 1999 and 1.5 in 2000

target rate of 0.486 and 0.097,
respectively (page 17).

Maritime

v

Rescue and save at least 93 percent
of mariners reported in life-
threatening danger (same as the
1996 basdine) (page 19).

Reduce the number of recreational
boating fatalities per 100 numbered
(registered hours) from the 1997
basdine of 819 to 720 (or fewer)
fatalitiesin 1999 and 2000

(page 10). (page 20).
v" Reduce the percentage of highway Rail
fatalities that are alcohol-related
from the 38.6 percent in 1997 to v Reducetherate of rail-related
36 percent in 1999 and less than fatalities per million train-miles
35 percent in 2000 (page 11). from 1.71 in 1995 to 1.57 or lessin
1999 and 1.54 or lessin 2000
v" Increase the seat belt usage (page 21).
nationwide from 69 percent in
1997 to at least 80 percent by 1999 v" Reducetherate of rail-related
and 85 percent by 2000 (page 11). crashes per million train-miles
from 3.91in 1995 t0 3.44 or lessin
Aviation 1999 and 3.32 or lessin 2000
o ' (page 21).
v"  Reducethefatal aviation accident
rate for commercial air carriers per Transit
100,000 flight hours from the
1994-1996 basdinerate of 0.037 to v Reduce the transit injury rate per
0.034 by 1999 and 0.033 by 2000 100 million transit passenger miles
(page 16). from 127 in 1996 to 123.2 (or less)
in 1999 and 122 in 2000 (page 23).
v Reduce the number of runway
incursions to a level 15 percent v' Reducethetransit fatality rate per
beow the 1997 basdline of 318 to 100 million transit passenger miles
at or below 270 incursions in 1999 from 0.52 in 1996 to 0.50 fatalities
and 2000 (page 17). (or less) in 1999 and 2000
| (page 23).
v Reduce the rate of operational
errors and pilot deviations per
100,000 activities by 10 percent
from 1994 basdlines (0.54 errors
and 0.11 deviations) to a 1999
target rate of 0.496 for errors and
0.099 for deviations and 2000
6 @DOT Consolidated Financial Statement FY 1998



M anagement Discussion and Analysis

@& DOT Strategic Goal:
M obility

Highways and Bridges

v

Reduce the percentage of bridges
on the NHS that are deficient from
23.1 percent in 1998 to less than
22.8 percent in 1999 and

22.5 percent in 2000 (page 28).

Increase the percentage of miles on
the NHS that meet pavement
performance standards for
acceptableride quality from

90.4 percent in 1996 to

91.5 percent in 1999 and

91.8 percent in 2000 (page 28).

Aviation

v

Maintain in good or fair condition
93 percent of runway pavements at
commercial service airports,
reliever airports, aswdl as,
selected general aviation airportsin
1999 (same asthe FY 1997
basdline) (page 29).

Reduce therate of air travel delays
per 100,000 activities by 5.5
percent from 1992-1996 basdines
of 181, to 171 in 2000 (page 30).

Transit

v

Increase the percentage of key rail
stations that are ADA-compliant
from 19 percent in 1996 to

37 percent in 1999 and 47 percent
in 2000; and for bus flegts, increase
the percentage from 63 percent in
1996 to 73 percent in 1999 and

82 percent in 2000 (page 34).

Reduce the average age of the
motor bus fleetsto 7.5 years or
less, from a 1995 basdine of 8.1
years; and hold the average age of
therapid rail fleet at 22.6—while

sustaining or expanding service
(page 35).

@& DOT Strategic Goal:
Economic Growth & Trade

Aviation

v

Rail

Increase the number of flight
segments that aircrafts are ableto
fly off Air Traffic Control
preferred routes from 75 percent in
1996 to 80 percent in 1999 and
2000 (page 37).

Increase the percentage of Amtrak
trains arriving on time, from

78.6 percent in 1998 to 87 percent
in 1999 (page 39).

Transit

v

Increase the total of transit vehicle
hours of service (rail and non-rail)
from 183 million revenue vehicle
hours of servicein 1995 to 209
million in 2002 (page 41).

@& DOT Strategic Goal:

Human and Natural Environment

Highway and Transit

Transit

v

Increase the percentage of the
urban population living within 0.25
miles of a public transit stop with
service frequency of 15 minutes or
less, froma CY 1996 basdine of
11.22 percent to 11.56 percent in
CY 1999 and 11.68 in CY 2000

(page 44).

Reduce on-road mobile source
emissions by 2 percent from 1999,
to atarget of 62.7 million tons,
from a 1996 basdine for

65.9 million tons (page 45).
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Aviation

v

Reduce the number of peoplein the
U.S. exposed to significant aircraft
noise by at least 64 percent from
the 1995 basdine of 1.7 million to
at or below 600,000 (page 46).

Maritime

v

Reducetherate of ail spilled into
the water by marine sources from
1.37 gallons per million/gallons
shipped in 1997, to 5.04 in 1999
and 4.83 in 2000 (page 47).

@& DOT Strategic Goal:
National Security

Maritime

v

Increase twenty-foot equivalent
units (TEUS) capacity of ships or
square feet of sealift capacity
enrolled in the Maritime Security
Program and Voluntary Intermodal
Sedlift Agreement from 160,852,
or 13.6 million square feet in

FY 1998 to 165,000 TEUS, or
14.5 million square feet in

FY 1999 (page 50).

Ensure that 100 percent of Ready
Reserve Force non-notice
activation meet assigned readiness
activation, and that each ship is
mission-capable for at least

99 percent of the days it is under
DOD contral in 1999 (page 52).

Increase the percentage of mariners
available compared to mariners
needed to crew combined sealift
and commercial fleets during
national emergencies from

96.9 percent in 1997 to 100 percent
in 1999 (page 53).

Increase the seizure rate for illegal
drugs, from 8.7 percent of the total
amount shipped (the 1995-1997

average) to 12.5 percent in 1999
and 13 percent in 2000 (page 54).

Restrain the flow of undocumented
migrants by reducing the success
rate from the FY 1995 of

23 percent to 13 percent or less
over maritime routes in 1999

(page 54).
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M anagement Discussion and Analysis

M AJOR PROGRAM PERFORMANCE

DOT STRATEGIC GOAL: SAFETY

Promotes the public health and safety by working toward the elimination of
transportation-related deaths, injuries, and property damage.

The safety of America’s transportation system
is our top priority. Virtually all of our
programs are designed to influence or
encourage safety. DOT provides national
leadership in transportation safety, integrating
the efforts of all partners to advance our
common goal — to minimize the cost to society
of transportation-related fatalities, injuries and
incidents.

HIGHWAY SAFETY

Through the efforts of NHTSA and FHWA, we
administer safety programs, promote vehicle
and highway infrastructure safety standards,
test vehicle and equipment compliance,
investigate defects, conduct research in
technology and human factors relating to
safety, maintain data on transportation
incidents, injuries, and fatalities, and develop
and enforce safety regulation on commercial
motor vehicles. In addition, DOT conducts
research and development programs to improve
the tools we have to make the system safer.

NHTSA and FHWA also partner with Statesto
promote education, legislation, enforcement
programs, and infrastructure improvement
through grants and technical assistance, while
FRA joins them in addressing crashes at
highway-rail grade crossings.

Highway Safety Programs

Traffic Safety Programs administered by
NHTSA encompass a range of program
strategies to reduce crashes and their
consequences. NHTSA administers the
Safe Communities program which, through

the creation of partnerships, enables
communities to identify, understand and
address their traffic safety problems.
Traffic safety programs also include
highway safety research activities,
education and outreach efforts, particularly
relating to air bag and child safety.

Traffic fatalities account for more than

90 percent of all transportation-related
fatalities each year and traffic injuries
represent 99 percent of all transportation-
related injuries. 1n 1997 alone, 41,967
Americans died and 3.4 million were
injured in motor vehicle crashes. This
takes a heavy toll on American families and
costs more than $150 billion in medical and
other costs per year.

Vehicle-milestraveled (VMT) increased by
3.2 percent in 1997, a much higher increase
than the Department had predicted. The
average annual increasein VMT in recent
years has been 2.2 percent. This 1997
change, coupled with a decrease in
highway-related injuries, greatly reduced
theinjury rate from 141 in 1996 to 134 in
1997. The calendar year (CY) 1999 target
has been changed to reflect an appropriate
“stretch” in 1999 gains, and will be
attributable mainly to ongoing NHTSA
programs.

TEA-21 alcohol and seat bt incentive
grants, and such programs as the “ Buckle
Up America’ initiative will help DOT
lower theinjury rate at a greater pace, but
their effects probably will not be seen until
1999.
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Highway Deaths and Injuries
(per 100 Million Vehicle-Miles-Traveled)
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Injuries

Performance Indicator: Reduce the rate of
highway-related injuries per 100 million vehicle miles
traveled (VMT).

2000 Goal: 124

1999 Goal: 127

1997 Performance. 134

1996 Basdine 141

Performance Indicator: Reduce the rate of
highway-related fatalities per 100 million vehicle miles
traveled.

2000 Goal: 1.5

1999 Goal: 1.6

1997 Performance. 1.7

1996 Performance. 1.7

FHWA continues to work with NHTSA to
advance the Speed Management Work Plan.
They believe that a better understanding of
speeding and its implications contributes to
reducing the number of speed-related fatalities
and injuries occurring on our highways. High
priority safety problem areas and associated
countermeasure plans are identified by the
States.

Highway Safety Grants given to the States
include Section 402 Formula Grants Program
and Section 410 Alcohol-Impaired Driving
Incentive Grants Program:

Section 402 Formula Grants Program is
a performance-based formula program
that provides the States with the
opportunity to set their own highway
safety goals and develop program
strategies to meet them. State programs
are focused on national priorities
including occupant protection, impaired
driving prevention, police traffic services,
emergency medical service/trauma care,
traffic records, pedestrian/bicycle safety,
motorcycle safety, speed control and
roadway safety. States can use funds to
form Safe Communities partnerships to
address highway safety problems. By
September 30, 1998, over 425 Safe
Community programs were underway.

Section 410 Alcohol-Impaired Driving

I ncentive Grant Program continues to
provide effective incentives to motivate
States to implement innovative strategies
to reduce drunk and drugged driving.
States can receive basic and supplemental
grants based on specific actions, such as
enactment of laws and implementation of
programs to reduce impaired driving. A
total of 38 States and the District of
Columbia qualified for Section 410
grantsin FY 1998.

This program encourages stricter laws
and enforcement and better training and
outreach to reduce driving that is
impaired by drug and alcohol use.
Alcohol-related fatalities dropped below
40 percent for thefirst timein 1997 to
38.6 percent. The 1999 and 2000 goals
are to reduce the number of alcohol-
related fatalities to 36 percent and

35 percent respectively.

10
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Alcohol-Related Fatalities
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Performance Indicator: Increase the seat belt usage
nationwide.

2000 Goal: Increase seat bdt userateto 85 percent.
1999 Goal: Increase seat bet userate to 80 percent.
1997 Performance: 69 percent.

1996 Performance: 68 percent.

Performance Indicator: Reduce the percentage of
highway fatalities that are alcohol-related.

2000 Goal: Reduce the number of alcohol-related
highway fatalities to less than 35 percent.

1999 Goal: Reduce the number of alcohol-related
highway fatalities to 36 percent.

1997 Performance: Reduced the number of alcohol-related
highway fatalities to 38.6 percent.

1996 Performance: Reduced the number of alcohol-related
highway fatalities to 40.9 percent.

Occupant Protection Programs support
the goals outlined in the Presidential
Initiative for Increasing Seat Belt Use
nationwide to 85 percent by 2000.
National safety belt usageis currently
69 percent. InFY 1998, “ Buckle Up
America’ was initiated to help the
Department achieve these goals.

Seat Belt Use
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NHTSA continues to implement
awareness and education activities
concerning safety belt and child safety
seat use. NHTSA coordinates the efforts
of national organizations to complement
new public and private sector efforts to
reduce the aggressivity problem of air

bags.

Other Safety Programs work to increase
the number of people educated about air
bag safety, improve emergency medical
services, and focus attention on
pedestrians, bicyclists and older and
younger drivers. As part of the
President’s Initiative on Drugs, Driving
and Youth, NHTSA establishes strategies
to combat youth drug use. Inthe
highway research area, NHTSA
continues to investigate and demonstrate
methods to control speeding, aggressive
driving and other unsafe driving acts, as
well as, improve pedestrian and bicyclist
safety.

Asaresult of NHTSA’s programs, motor
vehicletrave has become safer. Traffic
fatalities have decreased from 51,091 in
198010 41,967 in 1997. Thefatality rate
per 100 million vehicle miles has fallen
from3.3in 1980 to 1.7 in 1997. This has
substantially increased the focus on
providing technical assistance to the
States in developing comprehensive
strategies, targeting traffic law
enforcement problems, and reducing the
human loss and economic costs caused
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M anagement Discussion and Analysis

by traffic crashes. Emerging traffic
safety issues such as aggressive drivers,
drugged drivers, non-belted drivers and
passengers, and red light running drivers,
combining with speed create new
challenges that make progress more
difficult and require innovative strategies
and a strong Federal role. The
Department’ s Strategic Plan developed in
1997 guides program priorities.
NHTSA’s activities tie directly to DOT’s
Safety strategic goal and make
contributions to other Departmental
strategic goals.

NHTSA'’s programs have proven to be
cost-effective. A NHTSA analysis of the
Department’ s highway safety programs
showed that society receives a return of
$9 for each dollar spent on vehicle and
highway safety. Programs administered
by NHTSA are funded from the Highway
Trust Fund and the General Fund. This
funding supports research, highway
safety and vehicle programs, and also
provides grants to States and the National
Driver Register.

Vehicles & Equipment Compliance

Testing

New Car Assessment Program provides
consumers with relative crashworthiness
information on passenger vehicles.
NHTSA conducts frontal and side impact
tests at 35 mph and 38.5 mph,
respectively, to provide information to
consumers for their purchasing decisions.
This information also motivates vehicle
manufacturers to provide higher levels of
occupant protection through market
forces. In FY 1998, 70 vehicles were
crash tested. Fifty vehicles were tested
and rated for frontal protection and 20 for
side protection. NHTSA estimates that
these tests, when combined with results
valid from earlier model years, provided
consumers with frontal safety
information on 70 percent of mode year
1998 vehicles sold in the U.S., and side

impact information on 72 percent of
modd year 1998 passenger cars. Other
vehicle safety information provided to
consumers through the Consumer
Information Program, includes the
safety features available on new vehicles,
child passenger safety guiddines, and the
characteristics and proper use of anti-lock
braking systems.

Vehicle Safety Compliance ensures that
all motor vehicles and motor vehicle
equipment sold in the U.S. provide the
safety benefits intended by Federal safety
regulations or qualify for the appropriate
exemptions. The compliance program
administered by NHTSA incorporates the
testing, inspection and investigation
necessary to ensure compliance with the
performance requirements of Federal
Motor Vehicle Safety Standards.

Since the inception of the National
Traffic and Motor Vehicle Safety Act in
September 1966 through December 1997,
3,402 investigations for possible non-
compliance were initiated of which 3,382
have been completed and closed. In
addition, from September 1966 through
December 1997, civil penalties collected
for Safety Act violations totaled more
than $4 million.

Auto Safety Hotline operated by NHTSA
serves as the primary contact for
consumer's to report problems with motor
vehicles or motor vehicle equipment that
may warrant a safety defect investigation
and also to provide consumers with
timely information concerning motor
vehicle safety such as recall information
and general information to increase
consumer understanding and awareness
of highway safety. The Hotline
(1-800-424-9393) received over 700,000
calls from consumers in 1998, seeking
information on a wide variety of highway
safety issues, from child seat installation,
to recalls, to crash data on specific
vehicles.

12
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Motor Carrier Safety Assistance contract authority for MCSAP in 1998 was
Program (MCSAP) is designed to $79 million. A portion of these funds are
improve safety of trucks and buses on the reserved for national priorities and border
Nation’s highways, and, consistent with enforcement. Theremaining funds are
this goal, to reduce the number of distributed to States by formula. Over
accidents involving trucks. Thisis done 2 million different commercial motor
through a combination of regulations on vehicles have been inspected for safety in
both the vehicle and driver, enforcement FY 1998. These safety inspections resulted
of such regulations, and grants to States in over 21 percent being taken out-of-

for enforcement, all administered through service and over 161,000 drivers being

the FHWA's Office of Motor Carriers. placed out-of-service.

Regulations cover the full gamut of During October 1997, the system identified
vehicle-rdated (e.g., truck size and approximately 1500 “high-risk” motor
weight, vehicle systems--such as brakes, carriers. The new system more effectively
maintenance activities, etc.) and driver- focuses FHWA compliance review

related (e.g., hours of service, physical resources toward “high-risk” motor
condition, drugs and alcohoal, training, carriers.

etc.) functions.

Safety Defect I nvestigations Program
Enforcement is performed with a

combination of Federal and State . Safety Defect I nvestigations Program
personnel, including 300 Federal collects, analyses, and acts on
investigators. State enforcement is information related to safety defects that
carried out by arange of State associated affect the occurrence and severity of
enforcement organizations, including crashes. Investigations are conducted to
State police, highway patrol, public ensure that manufacturers remove
service commissions, and public utility defective vehicles and items of motor
commissions (about 4,000 people). vehicle equipment from the Nation’s
highways. NHTSA also analyzes recalls
. Fy19ss . conducted by manufacturers to determine
CommencialVenicle Safetylinspections whether notification to owners, scope of
ZRoadsde  #Placed  OuL-of- vehicles or equipment covered and
Inspections  Out-of-  Service remedy performed are adequate. In 1998,
Service  Ratio there were 332 recalls involving more

than 19 million vehicles, tires and pieces

All Vehicles 2,073,666 431,470 211 Of a:lul pmmt for Safdy proble,ns Th|S

VoM w003 meode o3 is the highest number of vehicles recalled
Hazmat inasingleyear in NHTSA’s history.
Vehicles 139,150 27,369 179 One-fifth of therecall campaigns,
Commercial representing 70 percent of the vehicles
Buses 34,482 3852 106 recalled, were influenced by NHTSA
Drivers 2073666 161,530 .078 Investigations.

The MCSAP funds State enforcement of
Federal truck and bus safety requirements
or compatible State requirements. States
may also use MCSAP funds for anti-drug
and size and weight enforcement. Total
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Research in Technology and Human
Factors Relating to Safety

Research and Devel opment Programs
provide the foundation for improvements
in the safety of motor vehicles and driver
behavior. One major emphasis of the
research program is currently on air bag
aggressivity. Airbag research was
conducted by the National Transportation
Biomechanics Research Center.

Research was also conducted on
international harmonization, crash
avoidance and maintaining and
improving the critical data programs
administered by the National Center for
Statistics and Analysis.

Biomechanics research is concerned with
understanding the automotive injury
process and devel oping methodol ogies
capable of evaluating and effecting
improvements in crash safety. Part of the
research involves analyses conducted at
trauma centers through Crash Injury
Research and Engineering Network on
the human consequences of real world
crashes.

Crash Avoidance research is conducted
on new conventional vehicle
technologies, which are steadily being
introduced into the market by vehicle
manufacturers. The safety attributes of
collision avoidance systems are also
evaluated under the Intelligent
Transportation Systems program funded
in the FHWA budget and administered
by the Joint Program Office. Also
funded in the FHWA budget isNHTSA’s
National Advanced Driving Simulator
which will be an invaluable tool for
evaluating driver-vehicle interactions and
advanced driver information
technologies, when completed in 2000.
In September 1993, President Clinton,
Vice President Gore, and the Chief
Executive Officers of Chrysler, Ford, and
General Motors announced establishment
of the Partnership for a New Generation

of Vehicles, which is aimed at
strengthening U.S. competitiveness and
protecting the environment. The NHTSA
portion of the program will ensure that
vehicles developed under the program
meet existing and anticipated Federal
vehicle safety standards.

John A. Volpe National Transportation
Systems Center (\Volpe Center) provides
Federal transportation and logistics
expertisein research, analysis,
development and deployment of
transportation technologies for clientsin
DOT and other Federal agencies on afee-
for-service basis. The Volpe Center also
serves as a bridge to industry, academia,
and other government agencies to promote
innovation in national and international
transportation. In FY 1998, the Volpe
Center obligated $205 million on about 300
projects. These projectsinclude an
advanced navigation system plan to
increase the capacity and safety of the
Panama Canal; further enhancements to the
Advanced Traffic Management System
used by the FAA; improved guiddines of
Human Factors engineering for the design
and evaluation of cockpit avionics, air
traffic control, and high speed rail; and
development for DOT’ s Office of Maotor
Carrier’ s safety performance monitoring
system called SAFESTAT.

Transportation Incidents, Injuries and
Fatalities Data

The National Center for Statistics and Analysis
collects data vital to the vehicle and behavioral
programs of NHTSA, FHWA and other
Department programs, State and local
governments, as wdl as vehicle manufacturers,
insurers and highway safety public interest
groups.
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Fatality Analysis Reporting System
contains data on a census of fatal traffic
crashes within the 50 States, District of
Columbia and Puerto Rico.

NHTSA General Estimates System
(GEYS) data are obtained from a
nationally representative probability
sample selected from all police-reported
crashes. Although various sources
suggest that about half the motor vehicle
crashes in the country are not reported to
police, the majority of these unreported
crashes involve only minor property
damage and no significant personal
injury. By restricting attention to police-
reported crashes, the GES concentrates
on those crashes of greatest concernto
the highway safety community and the
general public.

National Driver Register (NDR)
provides a critical transportation safety
function by allowing State motor vehicle
administrators to communicate with other
States to identify problem drivers. The
NDR is a central repository of
identification information on individuals
whose license to operate a motor vehicle
has been revoked, suspended, canceled or
denied in any State and is used by other
transportation-related organizations such
asthe FAA, FRA, USCG, air carriers and
employers in making licensing or
certification decisions.

Other Data Programs report statistics on
motor vehicle theft and insurance related
data, issue rules regarding vehicle theft
prevention, set Corporate Average Fuel
Economy (CAFE) standards, and support
rulemaking actions and consumer
information on Uniform Tire Quality
Grading.

Safety Regulations on Commercial
Motor Vehicles

Odometer Fraud Programs enforce
Federal laws and provide funds to
States/localities to help them reduce
odometer fraud. From 1989 through
1997, States completed 627
investigations and recovered more than
$1.4 million in restitution.

Vehicle Safety Standards Program seeks
to improve the crash avoidance and
crashworthiness performance of motor
vehicles through regulatory and
non-regulatory alternatives. The program
responds to rulemaking petitions and uses
real world crash data, testing information,
and studies on the costs of vehicle safety
systems to support the development of
and amendments to Federal motor
vehicle safety standards (FMVSS).

Work continues on advanced air bag
performance, the development of an
offset frontal test standard, and
harmonization of vehicle safety standards
with those of other countries.

AVIATION SAFETY

The FAA provides a safe, secure, and efficient
global aerospace system that contributes to
national security and the promotion of U.S.
aerospace safety. In fulfilling this mission,
FAA manages and supports the operations,
facilities, and equipment that provide the air
traffic services of the National Airspace System
(NAS). FAA also develops necessary
regulations, and sets technical standards. FAA
licenses and oversees commercial space
launches and the operation of commercial and
state-sponsored launch sites. In addition, FAA
conducts research to improve aerospace system
safety, and provides grants for airport
development in safety related areas.

&¥DOT Consolidated Financial Statement FY 1998
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In its position on the front line of aviation
safety, the FAA works with contractors, the air
transportation industry, the academic
community, other agencies at the Federal,
State, and local level, and with its international
counterparts to identify root causes of
accidents, and intervenes to prevent potential
causes of accidents. As aresult, thefatal
accident rateis very low. By 2007, the FAA
aims to reduce the U.S. aviation fatal accident
rate by 80 percent from the 1996 levels.

Thegoal of this wide-ranging collaboration is
to provide a technically advanced airspace
system that meets the highest attainable levels
of safety.

Fatal Aviation Accident Rate
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Note: 1997 datum preliminary
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Performance Indicator: Reduce the fatal aviation
accident rate for commercial air carriers per 100,000
flight hours.

2000 Goal: Commercial Air Carriers  0.033
1999 Goal: Commercial Air Carriers  0.034

1994-96 Basdinee Commercial Air Carriers  0.037

Operations, Facilities, and
Equipment

Air Traffic Services employees provide
an integrated set of services to ensure that
each aircraft operation is safe from the
time pilots begin pre-flight activities until

they shut down the aircraft at their
destination. Air traffic controllers at
local airports direct airplanes that are
taking off, landing, or flying within the
visual range of their tower — usually
about 5 miles. Controllersin terminal
radar control facilities handle aircraft for
oneor more airportsin alarge
metropolitan area, generally within 30 to
40 miles of the area’ s major airport.
Controllers at 21 en route centers guide
airplanes in flight from one city to
another. Flight service stations (FSS)
provide flight plan filing, weather data,
and information briefings to pilots.
These services are available to civil and
military users, 24-hours a day, 365 days a
year. A staff of highly skilled engineers
and system specialists maintain and
troubleshoot over 39,000 items of
equipment, software, and hardware;
assign and protect more than 40,000
aeronautical radio frequencies; and
conduct some 11,000 flight inspections
annually to ensure the safe operation of
the Nation's air traffic control systems.

On atypical day, FAA controllers handle
approximately 174,000 takeoffs and
landings, moving some 1.5 million
passengers, and the number continues to
grow. The FAA annual aviation forecast,
released in March 1998, predicts that
U.S. commercial air carrier passenger
enplanements will grow from 595 million
in 1997 to 924 million in 2009 — an
annual growth rate of 3.5 percent over the
next dozen years. During the same
period, the number of aircraft operations
handled is forecast to grow 1.5 percent
annually, for a projected total of 75.4
million in 2009.

In FY 1998, FAA continued to test and
phase in new automation products to
assist controllers in meeting the growing
demand for air traffic services safely and
efficiently. Theseincludetoolsto aidin
sequencing aircraft, conflict detection,
and collaborative decision making.

16
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Reducing the number of runway incursions by
15 percent in 1999 is one of DOT s aviation
safety goals. The 1997 basdine was 318 total.
Growth in aviation operations has averaged
over 1 percent per year. With an increased
tempo of operations, therisk of incursions
increases. Runway incursions are most likely
to occur at complex, high volume airports.
These airports are characterized by multiple
paralle or intersecting runways, multiple
taxiway/runway intersections; complex traffic
patterns; and the need for traffic to cross active
runways.

Runway Incursions
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Performance Indicator: Reduce the number of
runway incursions to a leve of 15 percent below the
1997 basdine.

2000 Goal: At or below 270 incursions.
1999 Goal: At or below 270 incursions.

1997 Basdine: 318

DOT aimsto reduce incursions by providing
technologies that use multiple sensors including
ground radars and automatic position reporting
systems to detect the location of aircraft and
vehicles, airport surface navigation aids, and
enhanced software for detecting conflicts
between aircraft on the runway and
approaching aircraft, and signals at key points
to warn pilots and ground equipment operators
not to cross active runways.

Reducing the rate of operational errors and
deviations to 0.496 or less and 0.099 or |less,
respectively, in 1999, is another aviation safety
goal. The 1994 basdine was 0.54 (errors) and
0.11 (deviations). Operational errors and
deviations are a result of human error. Studies
have shown that five factors are significant:
traffic management relationships, quality
assurance programs, training, management
involvement, and control room environment.

One of the major approaches to reducing
operational errors and deviations is to provide a
common level of understanding of procedures
and policies among controllers and users.
Training for controllers and pilotsis central to
this and will continue to be the focus of Air
Traffic service safety strategy. Technological
improvements such as deployment of modern
displays, new software automation and decision
tools, and improved communication systems
will support better determination of aircraft
location and resolution of potential conflicts
between aircraft.

Operational Errors & Deviations
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Performance Indicator: Reducethe rate of operational
errors and pilot deviations per 100,000 activities by 10
percent from the 1994 basedlines.

2000 Goal: Decrease the rates by 10% from 1994.
Pilot Deviation Rate-  0.097
Operational Error Rate - 0.486

1999 Goal: Pilot Deviation Rate- 0.099
Operational Error Rate - 0.496

1994 Performance.  Pilot Deviation Rate  0.11
Operational Error Rate 0.54
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Regulations and Technical Standardsfor
Equipment and People

As part of its safety oversight mission, the FAA
certifies airports serving air carrier operations
and inspects those airports for compliance with
established safety standards. FAA oversees the
safety of planes and the credentials and
competency of pilots and mechanics, develops
mandatory safety rules, and sets high standards
for civil aviation. Each year, the FAA performs
more than 347,000 inspections and
investigations and takes approximately 12,000
enforcement actions, helping to make air travel
among the safest modes of transportation. The
FAA also evaluates foreign governments’
oversight of their airlines serving U.S. airports.
Theseresults are published in FAA press
releases so that the public can know which
countries meet international safety standards.

Two new initiatives were announced during
FY 1998 to raise the bar on safety. Safer Skies,
afocused data-driven safety agenda, seeks out
the root cause of accidents, then targets
resources to find and apply the right
interventions. As part of the Safer Skies
agenda, the FAA, in July 1998, provided
expanded guidance for passengers and airlines
on carry-on baggage regulations. The agency
also announced that, at the close of FY 1998, it
had doubled the number of cabin safety
inspectors, assigning, for thefirst time, one for
each of themajor carriers. Also, in July, the
FAA proposed eight airworthiness directives
that call for the industry to inspect engine parts
more closdly, using new methods developed
through FAA and industry research. Early that
month, the FAA proposed new measures to
reduce potential ignition sources in Boeing 747
center wing tanks. And, in August 1998, the
FAA announced a proposed rule that will
require all airplanes with turbine engines and
SiX Or more passenger seats to carry aterrain
awareness warning system. The Air
Transportation Oversight System (ATOS),
announced on October 1, 1998, complements
the Safer Skies agenda, and will change how
the FAA oversees and inspects air carriers.

Commercial Space Launches

This program oversees the safety of
commercial space launches and regulates the
growing commercial spaceindustry. The
Office of Commercial Space Transportation
licenses commercial space launches that take
placein the U.S. or are conducted by U.S.
citizens anywherein theworld. In January
1998, the FAA issued a space launch site
operator’s license to the Virginia Commercial
Space Flight Authority to operate a commercial
spaceport at NASA’s Wallops Flight Facility at
Wallops Island, Virginia. The FAA had
previously issued similar licenses to facilities at
Vandenberg Air Force Base, California, and
Cape Canaveral Air Station, Florida. On
September 8, 1998, the 100™ U.S.-licensed
commercial space launch occurred from
Vandenberg Air Force Base, marking a
milestone for what has become one of the
fastest growing U.S. industries. The landmark
launch was a Ddlta Il launch vehicle which
carried five satdlites for the Iridium global
wireless telephone system into low earth orbit.

Grantsfor Airport Development in
Safety Related Areas

Airports, likethe airlines, are vital links in the
air transportation network. The FAA worksin
partnership with airport authorities, local units
of government, metropolitan planning
organizations, and States to revitalize and
expand the Nation’s airports.

In FY 1998, airport planning personne
awarded an estimated $1.7 billion in grants to
eligible airports to enhance capacity, improve
safety and security, and mitigate noise. The
collection of passenger facilities charges (PFC)
provides an additional source of funding for
airport expansion and preservation. PFC'’s,
which must be approved by the FAA, currently
produce revenue for airports totaling
approximately $1.2 billion each year. In order
to increase the investment options available to
airports, the Clinton Administration has
proposed raising the cap on PFC’s from

$3t0 $5.
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MARITIME SAFETY

The USCG responds to protect life and
property at sea and provides technical and grant
assistance for State programs in search and
rescue and boating safety. The Coast Guard
(CG) also maintains a volunteer force—the CG
Auxiliary—to cost effectively advance
recreational boating safety though courtesy
examinations and training. The USCG also
develops necessary safety regulations and
standards; inspects for compliance; investigates
incidents; licenses mariners; provides
navigation systems; provides vessd traffic
services (for select U.S. ports), and conducts
research and development to advance maritime
safety.

Search and Rescue Program

Search and Rescue Program provides
assistance to people or property in
distress or in danger on thewater. To
accomplish this program, USCG employs
vessdls and aircraft to conduct searches
and provide on-scene assistance. USCG
has a policy of employing commercial
search and rescue services, if available,
where neither life nor property isin
immediate danger. 1n 1997, the USCG
saved 4,500 lives and nearly $2 billion in
property as aresult of their notification.

Performance Indicator: Percentage of
mariners reported in life-threatening danger
that are rescued.

1999 Goal: Save 93 percent or more.

1996 Performance: Saved 93 percent.

Maritime Search & Rescue
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The USCG Auxiliary is an active, civilian,
and volunteer organization that was
established in 1939. The approximately
50,000 members are experienced boaters,
and amateur or licensed pilots using their
own assets. The USCG Auxiliary isa
cost-effective supplement to the search
and rescue and boating safety missions.

Marine Safety Program

Marine Safety Program consists of two
subprograms, the Commercial Vessel
Safety Subprogram and the Recreational
Boating Safety Subprogram (RBS). The
goal of the Marine Safety Program is to
minimize deaths, injuries, property loss
and environmental damage by developing
safety standards for the design,
construction, maintenance, and operation
of U.S. commercial ships and offshore
facilities such as oil drill rigs and for
making grants to States for support of
education, outreach and law enforcement
programs.

Commercial Vessel Safety Subprogram
includes merchant vessd licensing,
inspections and review of plans for new
ship construction. To accomplish this,
the USCG conducts annual safety
inspections of these vessels and facilities.
The USCG also issues Certificates of
Documentation (similar to car
registrations) for these vessels and
facilities.
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Various laws, including the Omnibus Budget
Reconciliation Act of 1990, authorized the
USCG to charge user fees for various marine
safety activities such as the inspection of
vessds. USCG collected approximately

$26.4 millionin FY 1998. This amount
represented the total cost to the USCG for
conducting these services. The amount of user
fees collected over the last 6 years was
approximately $136.2 million.

Recreational Boating Safety
Subprogram is designed to minimize
fatalities, injuries, and property damage
among the Nation' s recreational boaters.
The program is authorized to receive up
to $70 million per year of Federal
gasoline taxes attributable to motor boat
use. Half of theamount is authorized to
offset a portion of the Coast Guard’s
operating expenses for RBS servicesto
the public (There are over 20 million
recreational boatsintheU.S.). The
remaining half is authorized for grants to
assist participating States in developing
and carrying out State RBS programs.
For FY 1998, Congress appropriated only
the $35 million for grants to the States.

Under provisions of the Clean Vessd Act
of 1992, the amount availablefor State
RBS grants through appropriation from
the Boat Safety Account was
supplemented by a transfer of

$20 million from the Secretary of the
Interior to the Secretary of
Transportation.

Performance Indicators: Reduce the number of
recreational boating fatalities per 100 numbered
(registered boats).

2000 Goal: Reduce the number to 720 fatalities or less.
1999 Goal: Reduce the number to 720 fatalities or less
1997 Performance; 819 fatalities.

1996 Performance. 714 fatalities

Recreational Boating Fatalities

Thefatality rate has dropped from

28.7 per 100,000 estimated recreational boats
when the program was created by the Federal
Boat Safety Act of 1971. However, the number
of fatalities reported to the USCG increased
from 714 in 1996 (6.0 fatalities per 100,000
registered boats) to 819 (6.7 per 100,000
registered boats) in calendar year 1997.

RAIL SAFETY

FRA sets and enforces safety standards,
investigates major train accidents, assists the
rail industry in training its workforce on safety
laws, and conducts research in technology and
human factors (such as fatigue counter
measures) relating to safety and promotes
infrastructure improvements through grants to
the AMTRAK. In addition, FRA joins with
NHTSA and FHWA in saving lives through
improved safety by educating the public on the
dangers associated with highway-rail grade
crossings.

Public Education on the Dangers
Associated with Highway-Rail Grade

1200 Crossings
1000
» 800 FRA pursues its safety programs through
[} Oo—a . .
£ 600 vigorous public outreach that makes people
£ 400 aware of the danggr of highway-ra::l crossings
L 200 aswel as trespassing on railroad rights-of-way.
3988‘ 1§ o‘ 1§ 2‘ 1§ 4 | 1§ 6‘ 1§ 8‘ 2600 School Bus Safety Alert was released
o o o o o nationally in 1998, to educate bus drivers
—8— Trend —O— Target about safety at rail crossings. Thisalert also
served as the base for an alert being created
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for specific audiences such as truck drivers
and drivers of vans and small buses used for
transporting small groups. During FY 1998,
FRA cooperated with the American Truckers
Associations (ATA) to develop a Truck
Driver Safety Alert. Aswith the School Bus
Safety Alert, the Truckers Alert isa ONE
DOT effort with the FHWA, NHTSA, and
the FTA. The Truckers Alert was also used
by FRA Region Four’s crossing manager and
the ATA to educate truck drivers about
safety at rail crossings.

During FY 1998 FRA has continued to work
with the Operation Lifesaver, Inc., (OLI) to
promote outreach and public awareness of
highway-rail crossing safety and trespass
prevention programs and initiatives in order
to reduce accidents and casualties. In

FY 1998, grants to the OL | totaled $102,800.

FRA Sponsored Roundtable chaired by the
Secretary of Transportation was established
to focus on developing best practices and a
coordinated national campaign to reach
professional drivers with life-saving
messages. The roundtable consists of 30-40
key partners from other agencies and the
railroad industry. The roundtable presents an
excellent opportunity for DOT to partner
with the National Transportation Safety
Board (NTSB) and to work effectively as
ONE DOT through the Safety Council.

Rail Safety Standards

Railroad Safety Program protects
railroad employees and the public by
ensuring the safe operation of passenger
and freight trains. Program efforts are
directed to the enhancement of railroad
safety through various programs and
activities. These activities include the
issuance and enforcement of safety
regulations, investigations of train
accidents, training of industry workers on
safety laws, educating the public on
dangers associated with railroading, and
research and other cooperative efforts
with industry to advance safety. FRA’s

Safety Office has established specific
safety goals.

Rail Crashes & Fatalities
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Performance Indicator: Reducetherate of rail-
related fatalities per million train-miles.

2000 Goal: Reducetherateto 1.54 or less.

1999 Goal: Reducetherateto 1.57 or less.

1995 Performance. 1.71

Performance Indicator: Reducethe rate of rail-related
crashes per million train-miles.

2000 Goal: Reducetherateto 3.32 or less.
1999 Goal: Reducetherateto 3.44 or less.

1995 Performance; 3.91

During FY 1998, 638 railroads submitted accident
and incident reportsto FRA. Thesereports
documented the railroad industry’s accidents and
incidents and are used by FRA to track the
agency’s performances.

Rail Industry Outreach

FRA'’s safety program includes 393 field safety
inspectors and trainees. Inspectors and trainees
are organized by five discipline areas -- motive
power and equipment (MPE); operating
practices; track; signal and train control; and
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hazardous materials (Hazmat). Safety
inspectors are directly involved in monitoring
the railroads to ensure that they are complying
with Federal safety rules and regulations.
During FY 1998 safety inspectors submitted
38,121 inspection reports that identified over
122,772 safety defects.

High Speed Ground
Transportation Safety

During FY 1998 FRA’s Next Generation High-
Speed Rail Program activities included
developing, demonstrating, and validating cost
effective high-speed (125-150 mph) passenger
rail technology for existing infrastructures,
reducing upgrade costs for high-speed tracks to
$2-3 million per mile; and making proven
technology and methods available to States for
high-speed rail implementation. Other goals
involve three major areas:

Non-Electric Locomotive Area. FRA will
demonstrate a self-contained locomotive unit
with acceleration capabilities comparable to
electric locomotives and without substantially
increasing track forces, noise, or emission
levels over conventional fossil fud units.

Grade Crossing Hazards FRA will
demonstrate high-speed passenger operations
on existing corridors on which grade
crossings remain in place, but at safety levels
equal to or better than present levels for
conventional speeds.

Track Structure. FRA will demonstrate
construction at 75 percent or less of present
construction cost and track structures to
withstand both heavy freight and high-speed
passenger usage with cost no higher than
what the present conventional practice
permits.

Train Control Initiatives

Under the Nationwide Differential Global
Paositioning System (NDGPS) Program, FRA
expects to reduce the frequency of train
collisions and over-speed accidents by a factor

of 100 on lines where Positive Train Controls
areinstalled. Specific outputs and outcomes
are also being deveoped with the FHWA and
the USCG. The USCG will serve asthelead
agency for installing, operating, and
maintaining the NDGPS network.

TRANSIT SAFETY

Safety Related Programs

The strategy for reducing the number of transit-
related fatalities, injuries and incidents is to:
implement policies and undertake activities
(research, training, technical assistance,
information dissemination, and oversight) that
encourage transit decisions, practices, programs
and operations which will have an impact on
improving transit safety, improve and maintain
the condition of the transit infrastructure
(vehicles, tracks, and facilities) that has an
impact on overall system safety and
performance, and promote activities that
increase the attractiveness of transit as a modal
choice instead of other modes of transportation
with higher accident and fatality rates.

FTA’s goadl isto reduce fatalities, injuries and
incidents per 100 million transit passengers
miles by one percent per year based on 1996
rates. Asaresult, in previous years, therate of
transit fatalities, injuries and incidents per 100
million passenger miles has declined.

Transit Fatalities and Injuries
(Per 100 Million Passenger-Miles)
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Performance Indicator: Reducethetransit injury
rate per 100 million transit passenger miles.

2000 Goal: Reducetherate of injuriesto 122 per
100 million transit passengers miles.

1999 Goal: Reducetherate of injuriesto 123.2 per
100 million transit passengers miles.

1996 Performance: 127 transit related injuries.

Performance Indicator: Reducethe transit fatality
rate per 100 million transit passenger miles.

2000 Goal: Reducetherateto 0.50 fatalities or less
per 100 million transit passenger miles.

1999 Goal: Reducetherateto 0.50 fatalities or less
per 100 million transit passenger miles.

1996 Performance: 0.52 fatalities per 100 million
transit passenger miles.

PIPELINE & HAZARDOUSMATERIALS
TRANSPORTATION

Research and Special Programs Administration
(RSPA) develops safety regulations and
standards for the transportation of hazardous
materials (classifying, handling, and
packaging); maintains the Nation's largest
database of hazardous materials information
and incidents; conducts compliance
inspections; provides special permits and
approvals to support shippers needs; conducts
hazardous materials research; and provides
training, technical and grant assistance for
States, territories and Indian tribes to
supplement programs in hazardous materials
emergency preparedness. RSPA also develops
safety regulations and standards for oil and
natural gas pipelines. RSPA reviews operator
incident response plans and exercises and
provides technical and grant assistance to States
to conduct inspections and improve pipdine
safety.

Hazardous M aterials Programs

Hazardous Materials (HAZMAT) Safety
Program identifies hazardous materials
and works with shippers and carriers who
offer transportation or transport
hazardous materials by highway, rail,
water or air. In addition, RSPA
coordinates its activities with national
authorities through the United Nations
Committee of Experts on the Transport

of Dangerous Goods, especially with
Canada and Mexico through the North
American Free Trade Agreement, as well
as with other Federal departments and
agencies, State, and local government
agencies. The scope of RSPA’s
HAZMAT activities include materials
classification, packaging, hazard
communication, operating practices,
response planning, and HAZMAT
employeetraining. The HAZMAT safety
program employs risk management
concepts. The Hazardous Materials
Regulations prescribe, to the maximum
extent possible, performance standards
that permit the use of long-proven
materials and technologies, as well as
advanced, state-of-the-art processes and
materials devel oped by the regulated
industries that maximize safety while
minimizing the cost of compliance.

During FY 1998, RSPA continued its
work to improve safety by developing a
notice of proposed rulemaking to
comprehensively address requirements
for the new manufacture, permitted use,
and periodic re-qualification of cylinders
authorized for usein the transportation of
compressed gases.

In September 1998, RSPA adapted its
current internet communications
capability to conduct an dectronic public
meeting on an advance naotice of
proposed rulemaking concerning
requirements for the transportation of
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infectious substances and genetically
modified-microorganisms.

Hazardous Materials I nformation focus
primarily on customer service through its
Hazardous Materials Information Center,
which assists shippers, carriers,
packaging manufacturers, enforcement
personnel, and othersin their
understanding of requirements in order to
maximize voluntary compliance. The
Center also staffs the statutory mandated
toll-free number (1-800-467-4922) to
assist shippers, carriers, compliance
enforcement officers, and other affected
individuals, in their understanding of
regulations under certain particular
circumstances. In addition, it offers
guidance to use when reporting possible
violations of any regulation under the
Federal Hazardous Material
Transportation Law. Regulated
hazardous materials include bulk
shipments, like gasoline, anhydrous
ammonia, and liquid nitrogen, as well as
non-bulk shipments, like dynamite,
radiopharmaceuticals, and a wide variety
of hazardous chemicals used in industrial
processes and consumer products.

Pipeline Safety Program

Pipeline Safety Program ensures the
safe, reliable, and environmentally sound
operation of the Nation’s pipeline
transportation system. This national
program regulates the design,
construction, operation, maintenance, and
emergency response procedures
pertaining to natural gas and hazardous
liquids, pipeline systems and liquefied
natural gas (LNG) facilities. RSPA
develops, issues, and enforces pipeline
safety regulations.

During FY 1998, RSPA successfully
applied the risk management program
framework collaboratively developed
with the pipeline industry, State agencies
and public representatives. Office of

Pipeline Safety (OPS) is now working in
partnership with participating companies,
developing the foundations of company
risk management programs that
effectively identify and address the
highest risks to safety, the environment,
and service rdiability. As OPS continues
approving companies, more States and
communities have the opportunity to
participate in finding and addressing the
kinds of risks that might have been
missed in the past. OPS continues
making timely reports on demonstration
projects available to the public viaits
Internet-accessible information system,
which receives approximatey 450 hits
per week from the general public.

During FY 1998, OPS designed the
System Integrity Inspection (Sl1) Pilot
Program, a more broad-based and
comprehensive examination of an
operators safety and integrity program
than our traditional inspections allow.
OPS believes the SlI approach can
provide a more nationally uniform focus
on pipdine safety issues and greater
consistency in oversight of the nation’s
pipelines. It isdesigned to help OPS
consider individual operators’ safety and
environmental performance system wide
by creating a more flexible environment
for information exchange. The Sl|
approach will focus on the most
significant and potentially high impact
safety, environmental, and regulatory
iSsues.

Pipeline I nspections of natural gas
totaled over 387 and 379 of hazardous
liquid pipelines during FY 1998. Other
effortsinclude: damage prevention
regulation; and DOT and States efforts to
improve damage prevention legislation;
and emphasisin our State grant program
on improving one-call systems, education
and enforcement of existing laws. In
August, following passage of One Call
legislation within TEA-21, an internal
study of damage prevention best
practices was initiated to identify and
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U.S. Department of Transportation
Consolidated Balance Sheet
For the Period Ended September 30, 1998
(Dollars in Thousands)

1998 DOT Total

Assets
Entity:

Intragovernmental:
Fund Balance with Treasury (Note 2) $ 19,369,862
Investments (Note 3) 27,767,859
Accounts Receivable, Net (Note 4) 388,075
Interest Receivable (Net) 135,687
Other Assets (Note 5) 337,203
Total Intragovernmental Assets: $ 47,998,686
Investments (Note 3) 27
Accounts Receivable, Net (Note 4) 102,329
Interest Receivable (Net) 148

Loans Receivable and Related
Foreclosed Property, Net (Note 6) 343,628
Cash and Other Monetary Assets (Note 7) 63,115
Inventory and Related Property, Net (Note 8) 2,190,619
General Property, Plant and Equipment, Net (Note 9) 13,821,827
Other Assets (Note 5) 204,197
Total Entity $ 64,724,576
Non-Entity:

Intragovernmental:
Fund Balance with Treasury (Note 2) $ 47
Investments (Note 3) 934,240
Interest Receivable (Net) 11,428
Total Intragovernmental Assets: $ 945,715
Accounts Receivable, Net (Note 4) 10,055
Total Non-Entity $ 955,770
Total Assets $ 65,680,346

The accompanying notes are an integral part of these statements.

68 &¥DOT Consolidated Financial Statement FY 1998



Consolidated Financial Statements

U.S. Department of Transportation
Consolidated Balance Sheet
For the Period Ended September 30, 1998
(Dollars in Thousands)

Liabilities 1998 DOT Total

Liabilities Covered by
Budgetary Resources:
Intragovernmental:

Accounts Payable 8,524,068
Interest Payable 11,586
Debt (Note 10) 317,159
Other Intragovernmental Liabilities (Note 11) 314,525
Total Intragovernmental Liabilities: 9,167,338
Accounts Payable 1,576,054
Liabilities for Loan Guarantees (Note 6) 135,619
Lease Liabilities (Note 12) 687
Other Liabilities (Note 11) 370,697
Total Liabilities Covered by
Budgetary Resources 11,250,395
Liabilities Not Covered by
Budgetary Resources:
Intragovernmental:
Debt (Note 10) 24
Environmental Cleanup Costs (Note 13) 59,762
Other Intragovernmental Liabilities (Note 11) 221,144
Total Intragovernmental Liabilities: 280,930
Lease Liabilities (Note 12) 103,532
Federal Employee and Veterans'

Benefits (Note 14) 21,056,390
Environmental Cleanup Costs (Note 13) 3,277,178
Other Liabilities (Notes 11 & 15) 1,233,171

Total Liabilities Not Covered by
Budgetary Resources 25,951,201
Total Liabilities 37,201,596

The accompanying notes are an integral part of these statements.
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U.S. Department of Transportation
Consolidated Balance Sheet
For the Period Ended September 30, 1998
(Dollars in Thousands)

1998 DOT Total

Net Position (Note 16)

Unexpended Appropriations $ 9,353,380
Cumulative Results of Operations 19,125,370
Total Net Position 28,478,750
Total Liabilities and Net Position $ 65,680,346

The accompanying notes are an integral part of these statements.
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U.S. Department of Transportation
Consolidated Statement of Net Cost
For the Period Ended September 30, 1998
(Dollars in Thousands)
1998 DOT Total

Program Costs (Notes 17 & 18)

Surface Transportation:

Intragovernmental $ 57,944
Public 26,496,518

Total 26,554,462
Less Earned Revenues (150,882)
Net Program Costs $ 26,403,580

Air Transportation:

Intragovernmental $ 504,322
Public 8,677,118

Total 9,181,440
Less Earned Revenues (99,149)
Net Program Costs $ 9,082,291

Maritime Transportation:

Intragovernmental $ 957,451
Public 5,032,601

Total 5,990,052
Less Earned Revenues (587,807)
Net Program Costs $ 5,402,245

Cross-Cutting Programs

Intragovernmental $ 54,483
Public 1,212
Total 55,695
Less Earned Revenues (55,695)
Net Program Costs $ -
Cost Not Assigned to Programs $ 191,587

Less Earned Revenues Not
Attributed to Programs (33,661)

Deferred Maintenance (Note 19)
Net Cost of Operations $ 41,046,042

The accompanying notes are an integral part of these statements.

&¥DOT Consolidated Financial Statement FY 1998 71



Consolidated Financial Statements

U.S. Department of Transportation

Consolidated Statement of Changes in Net Position

For

Net Cost of Operati

the Period Ended September 30, 1998
(Dollars in Thousands)

1998 DOT Total

ons $ (41,046,042)

Financing Sources:

Appropriations Used 10,076,703

Taxes and Other Non-Exchange Revenue (Note 20) 39,799,313

Donations 96,575

Imputed Financing 407,551

Transfers-In 157,006

Transfers-Out (10,879,734)

Other 25,069
Net Results of Operations $ (1,363,559)
Prior Period Adjustments (Note 21) (19,011,428)
Net Change in Cumulative

Results of Operations $ (20,374,987)
Increase (Decrease) in

Unexpended Appropriations (1,909,063)
Change in Net Position $ (22,284,050)
Net Position, Beginning of Period 50,762,800
Net Position, End of Period $ 28,478,750

The accompanying notes are an integral part of these statements.
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U.S. Department of Transportation
Consolidated Statement of Budgetary Resources
For the Period Ended September 30, 1998
(Dollars in Thousands)

1998 DOT Total

Budgetary Resources (Note 22):

Budget Authority (Line 1) $ 51,175,157
Unobligated Balances - Beginning

of Period and Net Transfers (Line 2) 47,614,843
Spending Authority From Offsetting

Collections (Line 3) 5,429,585
Adjustments (Lines 4-6) (20,948,250)
Total Budgetary Resources (Line 7) $ 83,271,335

Status of Budgetary Resources:

Obligations Incurred (Line 8) $ 46,122,245

Unobligated Balances - Available (Line 9) 7,894,857

Unobligated Balances - Not Available (Line 10) 29,254,233

Total, Status of Budgetary Resources (Line 11) $ 83,271,335
Outlays:

Obligations Incurred (Line 8) $ 46,122,245

Less: Spending Authority From Offsetting
Collections and Adjustments

(Lines 3A, B, D, & 4A) (5,744,168)
Obligated Balance, Net - Beginning of Period (Line 12)
Obligated Balance Transferred, Net (Line 13) (43)
Less: Obligated Balance, Net - End of Period (Line 14) 48,564,275
Total Outlays (Line 15) $ 39,811,362

The accompanying notes are an integral part of these statements.
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U.S. Department of Transportation
Consolidated Statement of Financing
For the Period Ended September 30, 1998
(Dollars in Thousands)

1998 DOT Total

Obligations and Nonbudgetary

Resources:

Obligations Incurred $ 46,125,050
Less: Spending Authority for

Offsetting Collections & Adjustments (5,751,986)
Donations Not in Budget 96,576
Financing Imputed for Cost

Subsidies 407,550
Transfers-In (Out) (10,721,370)
Exchange Revenue Not in Budget 4,509
Intra-Departmental Transfers (1,700)
Inventory Revaluation 30,129
Other Miscellaneous Resources 33,266
Total Obligations as Adjusted,

and Non-Budgetary Resources $ 30,222,024

Resources That Do Not Fund
Net Cost of Operations:

Change in Amount of Goods, Services,
& Benefits Ordered But Not Yet

Received or Provided $ (512,282)
Costs Capitalized on the Balance Sheet 10,878,088
Financing Sources That Fund

Costs of Prior Periods (5,126,697)
Prior Period Adjustments (11,928,471)
Intra-Departmental Transfers 10,668,827
Other Miscellaneous Resources (986,819)

Total Resources That Do Not
Fund Cost of Operations $ 2,992,646

The accompanying notes are an integral part of these statements.
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U.S. Department of Transportation
Consolidated Statement of Financing
For the Period Ended September 30, 1998
(Dollars in Thousands)

1998 DOT Total

Cost That Do Not Require

Resources:
Depreciation & Amortization $ 481,537
Revaluation of Assets and Liabilities (470,596)
Loss on Disposition of Assets (FAA) 511,737
Inventory Free Issues (USCG) 196,396
Other Miscellaneous Costs 210,032

Total Costs That Do Not
Require Resources $ 929,106

Financing Sources Yet To Be
Provided (Note 23) $ 6,902,266

Net Cost of Operations $ 41,046,042

The accompanying notes are an integral part of these statements.
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Notesto the Financial Statements

Note 1. Significant Accounting Policies:

A. Basis of Presentation

The Departmental consolidated financial statement has been prepared to report the financial position and
results from operations of the Department of Transportation (DOT), as required by the Chief Financial
Officers Act of 1990 (CFO Act), as amended by the Federal Financial Management Act of 1994 (FFMA),
Title IV of the Government Management Reform Act of 1994 (GMRA). The statement has been prepared
from the books and records of DOT in accordance with Office of Management and Budget (OMB)
requirements for form and content for entity financial statements and DOT’s accounting policies and
procedures. OMB Bulletin 97-01, including the Technical Amendments, and Treasury Financial
Transmittal Letter No. S2 97-01 were used to prepare the Balance Sheet, Statement of Net Cost,
Statement of Changes in Net Position, Statement of Budgetary Resources, and Statement of Financing.
This was the first year that all five of these financial statements have been prepared. They are different
from the financial reports prepared pursuant to OMB directives that are used to monitor and control the
use of budgetary resources.

The Balance Sheet presents agency assets and liabilities, and the difference between the two, which is
the agency net position. Agency assets are separated by entity assets (those which are available for use
by the agency) and non-entity assets (those which are managed by the agency by not available for use in
its operations). The balance sheet also separately presents agency liabilities covered by budgetary
resources (funded) from those not covered by budgetary resources nfunded).

The Statement of Net Cost presents the gross costs of programs less earned revenue to arrive at the net
cost of operations for both programs and for the agency as a whole. The Statement of Changes in Net
Position reports the beginning net position, the items which caused the net position to change during the
reporting period (such as the net cost of operations), to arrive at the ending net position.

The Statement of Budgetary Resources provides information about how budgetary resources were made
available as well as their status at the end of the period. Recognition and measurement of budgetary
information reported on this statement is based on budget terminology, definitions, and guidance in OMB
Circular A-34, “Instructions on Budget Execution,” dated December 26, 1995. The statement illustrates in
a condensed and consolidated format the information that Circular A-34 requires to be reported on the
Report of Budget Execution (SF-133).

The Statement of Financing is intended to be a statement illustrating reconciliation between the
proprietary information reported in the Statement of Net Cost and the budgetary information reported in
the Statement of Budgetary Resources. Recognition and measurement of budgetary information reported
on this statement is also based on budget terminology, definitions, and guidance in OMB Circular A-34.
Since DOT custodial activity is incidental to Departmental operations and not material, a Statement of
Custodial Activity was not prepared. However, sources and dispositions of collections have been
disclosed in a note to the financial statements.

In addition to the new financial statement formats required for FY 1998, the following Federal Accounting
Standards Advisory Board (FASAB) Statements of Federal Financial Accounting Standards (SFFAS)
were effective for FY 1998:

SFFAS No. 4 Managerial Cost Accounting Concepts and Sandards
for the Federal Government
SFFAS No. 6 Accounting for Property, Plant and Equipment
SFFAS No. 7 Accounting for Revenue and Other Financing Sources and Concepts for

Reconciling Budgetary and Financial Accounting

SFFAS No. 8 Supplementary Stewardship Reporting
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Note 1. Significant Accounting Policies:

The Department is also required to be in substantial compliance with the Federal Financial Management
Improvement Act (FFMIA) of 1996. FFMIA requires agencies to comply substantially with (1) Federal
financial management systems requirements, (2) applicable Federal accounting standards, and (3) the
U.S. Government Standard General Ledger at the transaction level.

B. Reporting Entity

DOT serves as the focal point in the Federal Government for the Coordinated National Transportation
Policy. It is responsible for ensuring the safety of all forms of transportation; protecting the interests of
consumers; international transportation agreements; conducting planning and research for the future; and
helping cities and states meet their local transportation needs through financial and technical assistance.

The Department is comprised of the Office of the Secretary and the DOT Operating Administrations, each
having its own management and organizational structure and collectively providing the necessary
services and oversight to ensure the best transportation system possible. The Departmental consolidated
financial statement represents the financial data, including various trust funds, revolving funds,
appropriations and special funds of the following organizations:

Office of The Secretary (OST)

Federal Aviation Administration (FAA)

United States Coast Guard (USCG)

Federal Highway Administration (FHWA)

Federal Railroad Administration (FRA)

National Highway Traffic Safety Administration (NHTSA)
Maritime Administration (MARAD)

Federal Transit Administration (FTA)

Bureau of Transportation Statistics (BTS)

Surface Transportation Board (STB)

Office of Inspector General (OIG)

Research and Special Programs Administration (RSPA)
Transportation Administrative Service Center (TASC)

The Saint Lawrence Seaway Development Corporation (SLSDC) is also an entity of DOT. However,
since it is subject to separate reporting under the Government Corporation Control Act and the dollar
value of its activities is not material to Departmental totals, SLSDC'’s financial data have not been
consolidated in the DOT financial statements. However, condensed information aboutSLSDC's financial
position is included in Note 26.

C. Budgets and Budgetary Accounting

DOT follows standard Federal budgetary accounting policies and practices in accordance with OMB
Circular A-34, Instructions on Budget Execution. Each year, Congress provides each Operating
Administration within DOT appropriations to incur obligations in support of agency programs. For FY
1998, the Department was accountable for trust fund appropriations, general fund appropriations,
revolving funds and borrowing authority. DOT recognizes budgetary resources as assets when cash
(funds held by Treasury) is made available through warrants and trust fund transfers.

D. Basis of Accounting

Transactions are generally recorded on an accrual accounting basis and a budgetary basis. Under the
accrual method, revenues are recognized when earned, and expenses are recognized when a liability is
incurred, without regard to receipt or payment of cash. An exception to this rule is the Airport and Airway
Trust Fund revenues from excise taxes. They are recorded on the basis of cash transferred from the
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Note 1. Significant Accounting Policies:

Treasury General Fund. Budgetary accounting facilitates compliance with legal constraints and controls
over the use of Federal funds.

E. Revenues and Other Financing Sources

DOT receives the majority of the funding needed to support all of its programs through appropriations.
The Highway Trust Fund, Airport and Airway Trust Fund, Aquatic Resources Trust Fund, and the
Treasury General Fundfund some of these appropriations. DOT receives annual, multi-year and no-year
appropriations that may be used, within statutory limits, for operating and capital expenditures. Additional
amounts are obtained from service fees (e.g., landing and registry fees) and through reimbursable
agreements for services performed for domestic and foreign governmental entities. Additional revenue is
earned from gifts from donors, interest/dividends on invested funds, loans and cash disbursements to
banks. Other revenue is received from administering the Hazardous Materials Registration Program,
fines and penalties for noncompliance with hazardous materials and pipeline safety regulation.
Administrative fees and user fees are additional revenue sources relative to Pipeline Safety for the
Department. Interest income received is recognized as revenue on the accrual basis. Appropriations are
recognized as revenues as the related program or administrative expenses are incurred.

F. Funds with the U.S. Treasury and Cash

DOT does not generally maintain cash in commercial bank accounts. Cash receipts anddisbursements
are processed by the U.S. Treasury. The funds with the U.S. Treasury are appropriated, revolving, and
trust funds that are available to pay current liabilities and finance authorized purchases. DOT has
substantially reduced the number of petty cash {mprest) funds outside the U.S. Treasury to reduce the
amount of cash paid outside of Treasury. This reduces the amount of interest that must be paid to borrow
funds. DOT does not maintain any balances of foreign currencies.

G. Loans Receivables

Loans are accounted for as receivables after funds have been disbursed. For loans obligated prior to
October 1, 1991, loan principal, interest, andpenalties receivable are reduced by an allowance for
estimated uncollectable amounts. The allowance is estimated based on past experience, present market
conditions, and an analysis of outstanding balances. Loans obligated after September 30, 1991, are
reduced by an allowance equal to the present value of the subsidy costs (due to the interest rate
differential between the loans and Treasury borrowing, the estimated delinquencies and defaults net of
recoveries, the offset from fees, and other estimated cash flows) associated with these loans.

H. Inventory and Operating Materials and Supplies

Inventory primarily consists of supplies that are for sale or used in the production of goods for sale.
Operating materials and supplies primarily consist of unissued supplies that will be consumed in future
operations. Valuation methods for supplies on hand at yearend include historical cost, last acquisition
price, standard repair cost, weighted average, and moving weighted average. Expenditures or expenses
are recorded when the materials and supplies are consumed or sold.

I. Investments in U.S. Government Securities

Investments that consist of U.S. Government Securities are reported at cost or amortized cost net of
premiums or discounts. Premiums or discounts are amortized into interest income over the term of the
investment using the interest or straight-line method. The Department’s intent is to hold investments to
maturity, unless they are needed to cover losses on loan guarantees, finance programs, or otherwise
sustain the operation of the organization. Investments,redemptions, and reinvestments are controlled
and processed by the Department of the Treasury.
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J. Property and Equipment

DOT agencies have varying methods of determining the value of property and equipment and how it is
depreciated. DOT currently has a provisional capitalization threshold of $200,000 for structures and
facilities, used only by USCG, and $25,000 for other property, plant and equipment. Capitalization at
lesser amounts is encouraged. Construction in progress is valued at direct (actual) costs plus applied
overhead and other indirect costs as accumulated by the regional project material system. The system
accumulates costs by project number assigned to the equipment or facility being constructed.

New FASAB standards effective for FY 1998 have resulted in two significant changes to the financial
statement presentation of property and equipment. The first change is the removal of DOT stewardship
assets, heritage assets and national defense property, plant, and equipment, from the Balance Sheet.
Information on DOT stewardship assets, as well as stewardship investments, is now presented in a
Required Supplementary Stewardship Reporting section. The second change is a new requirement to
depreciate all general property, plant, and equipment. This resulted in the recording of a significant
amount of accumulated depreciation in this first year of reporting.

K. Prepaid and Deferred Charges

Payments in advance of the receipt of goods and services are recorded as prepaid charges at the time of
prepayment and recognized as expenses when the related goods and services are received.

L. Liabilities

Liabilities represent amounts expected to be paid as the result of a transaction or event that has already
occurred. Liabilities for which an appropriation has not yet been enacted are classified asunfunded
liabilities, and there is no certainty that the appropriation will be enacted. Also, the Government, acting in
its sovereign capacity can abrogate liabilities arising from other than contracts.

M. Borrowings Payable to Treasury

FAA borrowing involves loans from the Treasury to fundexpenses form the Aircraft Purchase Loan
Guarantee Program. Treasury renews the debt obligation until FAA receives an appropriation to liquidate
the principal and interest. No appropriation was enacted for FY 1998.

FRA has direct loans from Treasury and guaranteed loans made by the Federal Financing Bank (FFB) to
railroads and guaranteed by FRA under provisions of the Railroad Rehabilitation and Improvement
Program, the Amtrak Corridor Improvement Program and the Alameda Corridor Improvement Program.
FRA records these loans as though they were direct loans.

OST borrows from the Treasury to finance loans to disadvantaged transportation-related businesses
using revolving lines of credit. These OST loans are made through the Short Term Lending Program that
provides assistance to disadvantaged, minority and women-owned businesses and is administered by the
Office of Small and Disadvantaged Business Utilization.

N. Interest Payable to Treasury

FAA owes interest to Treasury based on its debt to Treasury as a result of borrowing for the Aircraft
Purchase Loan Guarantee Program. Through FRA, the Amtrak Corridor Improvement Program and
Railroad Rehabilitation Programs are required to make periodic interest payments to Treasury based on
their debt to the U.S. Government.
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O. Contingencies

Criteria for recognizing contingencies are that they are probable and reasonably estimable.For example,
material contingent liabilities for claims are recognized if (1) they have been asserted, or, if not yet
asserted, in the opinion of General Counsel are more likely to be asserted than not; (2) in the opinion of
General Counsel, they are more likely to be paid than not; and (3) the probable payment can be
estimated by General Counsel.

DOT recognizes material contingent liabilities in the form of claims, legal action, administrative
proceedings and environmental suits that have been brought to the attention of the Office of Chief
Counsel. It is the opinion of management and legal counsel that the ultimate resolution of these
proceedings, actions and claims, will not materially affect the financial position or results of operations.

P. Annual, Sick, and Other Leave

Annual leave is accrued as it is earned, and the accrual is reduced as leave is taken. In FY 1998,
accruals for other leave (e.g., credit hours, compensatory leave, home leave, and military leave) are also
recorded in the financial statement. Under the Transportation Administrative Service Center, the liability
for accrued annual leave is a funded item. To the extent current or prior year appropriations are not
available to fund annual leave earned but not taken, funding will be obtained from future financing
sources. Sick leave and other types of non-vested leave are expended as taken.

In FY 1998, under the National Air Traffic Controller Association (NATCA) agreement, Article 25, Section
13, Air Traffic Controllers covered under the Federal Employees Retirement Systems (FERS) became
eligible, upon retirement, for a sick leave buy back option. Under this option, an employee who attains
the required number of years of service for retirement shall receive a lump sum payment for forty percent
of the value of his or her accumulated sick leave as of the effective date of their retirement.

Q. Retirement Plan

For DOT employees who participate in the Civil Service Retirement System (CSRS), DOT contributes a
matching contribution equal to 7 percent of pay. On January 1, 1987, FERS went into effect pursuant to
Public Law (P.L.) 99-335. Most employees hired after December 31, 1983, are automatically covered by
FERS and Social Security. Employees hired prior to January 1,1984, could elect to either join FERS and
Social Security or remain in CSRS. A primary feature of FERS is that it offers a savings plan to which
DOT automatically contributes 1 percent of pay and matches any employee contribution up to an
additional 4 percent of pay. For most employees hired since December 31, 1983, DOT also contributes
the employer’'s matching share for Social Security.

Employing agencies are required to recognize pensions and other post retirement benefits during the
employees’ active years of service. Reporting the assets and liabilities associated with such benefits is
the responsibility of the administering agency, the Office of Personnel Management. Therefore, DOT
does not report CSRS or FERS assets, accumulated plan benefits, ounfunded liabilities, if any,
applicable to employees.

The USCG Military Retirement System is a defined benefit plan which covers all active duty and reserve
members of the USCG. This plan was established under authority of the United States Code, Titles 10
and 14. This system is funded on a “pay-as-you-go” basis.

R. Comparative Data

Comparative data for the prior year has not been presented because this is the first year for preparing the
new Statement of Net Cost, Statement of Changes in Net Position, and Statement of Financing.

80 &¥DOT Consolidated Financial Statement FY 1998



Notesto the Financial Statements

Note 2. Fund Balances with Treasury :

A. Fund Balances (Dollars in Thousands)
Entity Non-Entity
Assets Assets Total
(1) Trust Funds $ 9,582,063 $ - $ 9,582,063
(2) Revolving Funds 1,060,796 - 1,060,796
(3) Appropriated Funds 8,761,908 - 8,761,908
(4) Other Fund Types (34,905) 47 (34,858)
Total $19,369,862 $ 47 $ 19,369,909

B. Fund Balances with Treasury are the aggregate amounts of the entity's accounts with
Treasury for which the entity is authorized to make expenditures and pay liabilities.
Other Fund Types (4) include Budget Clearing Accounts, which temporarily hold
collections pending clearance to the applicable account, Deposit Funds, which are
established to record amounts held temporarily until ownership is determined, and
Special Funds for Essential Air Service and Rural Airport Improvement. The negative

balance for entity assets, other fund types, is primarily comprised of USCG deposit
funds.
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Note 3. Investments:

A. Entity

l. Intragovernmental
Securities:

(1) Marketable

(2) Non-Marketable:
Par Value

(3) Non-Marketable:
Market-Based

Total

2. Other Securities

(1) Private Corporation
Stock
Total

B. Non-Entity

l. Intragovernmental
Securities:

(1) Non-Marketable:
Par Value

Total

(Dollars in Thousands)

Required

Amortized Market

(Premium) Investments Other Value

Cost Discount (Net) Adjustments Disclosure
$ 71,783 $ (383) $ 71,400 $ (560) $ 70,840
9,737,133 (34,529) 9,702,604 - 9,702,604
17,996,564 (2,149) 17,994,415 - 17,994,415
$27,805,480 _$(37,061) $27,768,419 $ (560) $27,767,859
$ 27 $ - $ 27 $ - $ 27
$ 27 $ - $ 27 $ - $ 27
$ 950,829 $(16,589) $ 934,240 $ - $ 934,240
$ 950,829 _$(16,589) $ 934,240 $ - $ 934,240

C. Marketable Federal Securities can be bought and sold on the open market. Non-marketable par value
Treasury securities are special series debt securities that Treasury issues to Federal entities at face
value (par value). The securities are redeemed at face value upon maturity; thus, investing entities
recover the full amount invested, plus interest. Non-marketable market-based Treasury securities are
debt securities that Treasury issues to Federal entities without statutorily-determined interest rates.
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Note 3. Investments:

Although the securities are not marketable, their terms (prices and interest rates) mirror the terms of
marketable Treasury securities. Amortization is done using the interest or straight-line method.
Private corporation stock consists of common stock inUSCG's Gift Fund. Non-Entity Investments
consist of USCG Sports Fish Investments, which are part of the Aquatic Resources Trust Fund.
Although this account is managed by the Department of Interior, DOT is responsible for preparing
financial statements.
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Note 4. Accounts Receivable:

(Dollars in Thousands)

Gross Allowance for Net
Amount Uncollectable Amount
Due Amounts Due
A. Entity:
1. Intragovernmental: $ 388,075 $ - $ 388,075
2. Public: 229,365 127,036 102,329
Total Entity Receivables $ 617,440 $ 127,036 $ 490,404
B. Non-Entity:
1. Public: $ 12,583 $ 2,528 $ 10,055
Total Non-Entity Receivables $ 12583 $ 2528 3 10,055
Total Receivables $ 630,023 $ 129,564 $ 500,459
C. Reconciliation of Uncollectable Amounts
Uncollectable Amounts:
Entity Non-Entity
Public Public
Beginning Balance $ 83,660 $ 392
Additions 63,501 2,815
Reductions 20,125 679
Ending Balance $ 127,036  $ 2,528

Allowance for Uncollectable Amounts is based on historical data or actual amounts that are
determined to be uncollectable based upon review of individual receivables.
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Note 5. Other Assets

A. Entity: (Dollars in Thousands)

1. Intragovernmental:

(1) Advances & Prepayments $ 212,053
(2) Undistributed Payments _ 125,150

Total Intragovernmental $ 337,203

2. Public

(1) Advances to States for Rights of Way $ 182,275
(2) Other Advances & Prepayments 21,914
(3) Undistributed Payments 8

Total Other Entity Assets $ 204,197

B. Other Assets, Entity, Intragovernmental, are comprised of advance payments to other
Federal Government entities for agency expenses not yet incurred and for goods or
services not yet received, and undistributed payments (such as to the Department
of Defense) for which DOT is awaiting documentation. Other Assets, Entity, Public,
are comprised of FHWA advances to the States for rights of way, advances to
employees and contractors, and undistributed payments for which DOT is awaiting
documentation.
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Note 6. Direct Loans and Loan Guarantees, Non-Federal Borrowers :

A. DOT operates the following loan or loan guarantee programs:

(1) Amtrak Corridor Improvement Loan
(2) Railroad Rehabilitation Loan Program
(3) Alameda Corridor Transportation Authority Loan
(4) Small & Disadvantaged Business Utilization

(5) Aircraft Purchase Loan Guarantee Program

(6) Federal Ship Financing Fund (Title XI)

(7) Maritime Guaranteed Loan

B. Direct Loans Obligated Prior to FY 1992 (Present Value Method):

Loan Programs

(1) Amtrak Corridor Improvement Loan
(2) Railroad Rehabilitation Loan Program
Total

C. Direct Loans Obligated After FY 1991:

Loan Programs

(2) Railroad Rehabilitation Loan Program

(3) Alameda Corridor Transportation Auth Loan

(4) Small & Disadvantaged Business Utilization
Total

(Dollars in Thousands)

Value of
Assets
Loans Related to
Receivable, Interest Direct
Gross Receivable Loans
$ 5,191 $ - $ 5,191
56,369 1,660 58,029
$ 61,560 $ 1,660 $ 63,220
Allowance Value of
for Subsidy Assets
Loans Cost Related to
Receivable Interest (Present Direct
Gross Receivable Value) Loans
$ 3,821 $ 101 $ (297) $ 3,625
280,000 9,824 (32,262) 257,562
5,969 - (613) 5,356
$289,790 $ 9,925 $(33,172) $ 266,543
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Note 6. Direct Loans and Loan Guarantees, Non-Federal Borrowers :

D. Defaulted Guaranteed Loans from Pre-1992 Guarantees (Allowance for Loss Method):

Defaulted Defaulted
Guaranteed Guaranteed
Loans Allowance Loans
Receivable, Interest For Loan Receivable,
Loan Guarantee Programs Gross Receivable Losses Net
(5) Aircraft Purchase Loan Guarantee $ 496 3 235 $ (337) % 394
(6) Federal Ship Financing Fund (Title XI) 18,904 - (5.433) 13471
Total $ 19,400 $ 235 $ (5,770) $ 13,865
E. Liability for Loan Guarantees (Estimated Future Default Claims, pre 1992):
Liabilities
for Loan
Guarantees Total
for Post-1991 Liabilities
Guarantees, for Loan
Loan Programs Present Guarantees
Value
(7) Maritime Guaranteed Loan $ 135,619 $ 135,619
Total Liabilities for Loan Guarantees $ 135,619
F. Subsidy Expense for Post-1991 Direct Loans
1. Current Year's Direct Loans
Interest
Loan Programs Differential Defaults Fees Total
(2) Railroad Rehabilitation Loan Program $ - $ - $ 7 $ 7
(3) Alameda Corridor Transportation Auth Loan 8,252 - - 8,252
(4) Small & Disadvantaged Business Utilization - 302 - 302
Total $ 8252 $ 302 $ 7 $ 8,561
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Note 6. Direct Loans and Loan Guarantees, Non-Federal Borrowers :

2. Direct Loan Modifications and Reestimates

Loan Programs

(1) Amtrak Corridor Improvement Loan

G. Subsidy Expense for Post-1991 Loan Guarantees

1. Current Year's Loan Guarantees

Loan Programs

(7) Maritime Guaranteed Loan

Total

2. Total Loan Guarantee Subsidy Expenses

Loan Programs

(7) Maritime Guaranteed Loan

Total

H. Administrative Expense:

Direct Loans

Loan Programs

(4) Small & Disadvantaged Business Utilization

Total

Modifications

Reestimates

$ - $ (517)

$ 36,926

$ 36,926

$ 36,926

$ 36,926
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Note 6. Direct Loans and Loan Guarantees, Non-Federal Borrowers :

Loan Guarantees

Loan Programs

(7) Maritime Guaranteed Loan $ 3,725

Total $ 3,725

I. Direct loan obligations or loan guarantee commitments prior to FY1992, and the resulting direct
loan or loan guarantees, are reported at the value of the outstanding loan. Direct loan obligations
or loan guarantee commitments made after FY 1991, and the resulting direct loan or loan
guarantees, are governed by the Federal Credit Reform Act. The Act provides that the present
value of the subsidy costs (i.e., interest rate differentials, interest subsidies, estimated
delinquencies and defaults, fee offsets, and other cash flows) associated with direct loans and
loan guarantees be recognized as a cost in the year the direct or guaranteed loan is disbursed.
Foreclosed property is valued at the net realizable value. Estimated liabilities for losses on pre-1992
loan guarantees are based on an analysis of subsidy amounts for individual loans.
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Note 7. Cash and Other Monetary Assets:

A. Cash
B. Other Monetary Assets
(1) FAA Undeposited Collection
(2) Coast Guard Cadet Savings Accounts
Total Other Monetary Assets

C. Total Cash and Other Monetary Assets

D. Cash consists ofimprest fund balances.

(Dollars in Thousands)

Entity
Assets

$ 3,189
59,650
276

$ 59,926

$ 63,115
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Note 8. Inventory and Related Property :

A. Inventory:

(1) Inventory Held for Current Sale

Total Inventory

B. Operating Materials and Supplies:
(1) Items Held for Use
(2) Items Held in Reserve for Future Use

(3) Excess, Obsolete and Unserviceable Items
(4) Items Held for Repair

Total Operating Materials & Supplies

Total Inventory and Related Property

C. Al DOT inventories are in Coast Guard. Valuation methods used include standard price/specific

(Dollars in Thousands)

Inventory Allowance
Amount for Losses
$ 55,528 $ 569
$ 55,528 $ 569
Operating
Materials &

Supplies Allowance
Amount for Losses
$ 1,710,350 $ -

36,946 -
49,772 6,417
484,863 139,854
$2,281,931 $ 146,271

Inventory,
Net

$ 54,959

$ 54,959

Operating
Materials &
Supplies,
Net

$ 1,710,350
36,946
43,355

345,009

$ 2,135,660

$ 2,190,619

identification and last acquisition price. Inventories are to be consumed in accordance with

Coast Guard directives.

DOT operating materials and supplies are in Coast Guard, FAA, and MARAD. Valuation methods

used include historical cost, last acquisition price, standard repair cost, weighted average, and
moving weighted average. The allowance is used to reduce operating materials and supplies
held for repair to 35 percent of their original cost for FAA. The only restrictions on use are that
Coast Guard consumption must be in accordance with Coast Guard Directives and FAA is not

permitted to donate.
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Note 9. General Property, Plant and Equipment :

(Dollars in Thousands)

Depreciation Service Acquisition  Accumulated Net
Method* Life * Value Depreciation Book Value

Classes of Fixed Assets:
A. Land $ 162,731 $ - $ 162,731
B. Buildings and Structures SL Various 5,172,166 2,609,511 2,562,655
C. Furniture and Fixtures SL Various 33,395 15,626 17,769
D. Equipment SL Various 4,842,353 2,151,512 2,690,841
E. ADP Software SL Various 35,707 878 34,829
F. Assets Under Capital Lease SL >20 192,008 91,888 100,120
G. Leasehold Improvements SL Various 27,861 - 27,861
H. Aircraft SL 11-20 1,938,281 897,813 1,040,468
I. Ships and Vessels SL 11-20, >20 2,909,390 1,217,257 1,692,133
J. Other Vehicles SL 1-5 9,818 9,534 284
K. Construction in Progress 5,274,622 - 5,274,622
L. Small Boats SL Various 124,280 71,501 52,779
M. Property Not in Use 88,471 - 88,471
N. Other Miscellaneous Property SL Various 169.426 93,162 76,264

Total $20,980,509 $ 7,158,682 _$13,821,827

O. Effective for FY 1998, DOT stewardship assets, heritage assets and national defense property
plant, and equipment were removed from the balance sheet and included in required
supplemental stewardship reporting. This policy change, in addition to completion of property
validations, verifications, and reconciliations, has resulted in an almost $6 billion reduction in
property acquisition amounts. Since FY 1998 was also the first year that depreciation was
required for all general purpose property, plant and equipment, reported accumulated depreciation
increased by almost $7 billion, for a net book value decrease in property of about $13 billion
from the amount reported for FY 1997.

* Keys:
Depreciation Method Range of Service Life
SL - Straight Line 1-5 -1to5years

6-10 -6to 10 years
11-20 - 11 to 20 years
>20 - Over 20 years
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Note 10. Debt:

A. Debt Covered by Budgetary Resources

1. Debt
(1) Debt to the Treasury
(2) Debt to the Federal Financing Bank

Total Debt Covered by Budgetary
Resources

2. Classification of Debt
(1) Intragovernmental Debt
(2) Debt Held by the Public

Total Debt Covered by Budgetary
Resources

(Dollars in
Thousands)
Beginning Net
Balance Borrowing
$ 193,969 $ 119,369
3,945 (124)
S 197914 $119,245

administered by the Office of Small and Disadvantaged Business Utilization.

C. Debt Not Covered by Budgetary Resources

1. Debt
(1) Debt to the Treasury

Total Debt Not Covered by Budgetary

Resources

Beginning
Balance

Net
Borrowing

Ending
Balance

$ 313,338

3.821

$ 317,159

$ 317,159

$ 317,159

Net Borrowing indicates current year activity. Debt covered by budgetary resources is for
FRA direct loans to railroads and for OST direct loans in the Short Term Lending Program

Ending
Balance
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Note 10. Debt:

2. Classification of Debt
(1) Intragovernmental Debt $ 24
(2) Debt Held by the Public -

Total Debt Not Covered by Budgetary
Resources $ 24

D. Debt not covered by budgetary resources is for the FAA Aircraft Purchase Loan Guarantee
Program.
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Note 11. Other Liabilities:

A. Other Liabilities Covered by Budgetary

Resources: (Dollars in Thousands)
Non-Current Current
Liabilities Liabilities Total

1. Intragovernmental

(1) Advances and Prepayments from Others $ 85 $ 230,365 $ 230,450
(2) Accrued Pay & Benefits to Other Agencies 113 59,053 59,166
(3) Fines, Penalties and Forfeitures - 6,253 6,253
(4) Deposit Funds - 4,529 4,529
(5) Undistributed Collections - 2,125 2,125
(6) Recoveries, Refunds and Cancelled - 2,039 2,039
Checks
(7) General Fund Proprietary - 1,558 1,558
(8) Deferred Credits - 1,455 1,455
(9) Items on Loan - 543 543
(10) Other Accrued Liabilities - 6.407 6,407
Total $ 198 $ 314,327 $ 314,525
2. Public
(1) Accrued Pay & Benefits to the Public $ 4,218 $ 327,369 $ 331,587
(2) Undistributed Collections - 14,692 14,692
(3) Advances and Prepayments from Others (8,469) 12,921 4,452
(4) Deposit Funds 9,224 4,352 13,576
(5) Deferred Credits - 4,357 4,357
(6) Other Accrued Liabilities - 2,033 2,033
Total $ 4,973 $ 365,724 $ 370,697

B. Other Liabilities Not Covered by Budgetary
Resources:

1. Intragovernmental

(1) FECA Billings $ 117,501 $ 89,229 $ 206,730
(2) Accrued Pay & Benefits to Other Agencies 3,272 72 3,344
(3) Other Accrued Liabilities - 11,070 11,070

Total $ 120,773 $ 100,371 $ 221,144
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Note 11. Other Liabilities :

2. Public
(1) Accrued Pay & Benefits to the Public

(2) Legal Claims
(3) FAA Return Rights Program

Total

$ 440,708 $ 318,782 $ 759,490
433,444 8,287 441,731
22,150 9,800 31,950

$ 896,302 $ 336,869 $ 1,233171

C. Accrued pay and benefits pertain to unpaid pay and benefits for September 23-30, 1998.
Undistributed Collections represent liabilities pending transfer to Treasury.

Agency expenses for payments made under the Federal Employees Compensation Act (FECA) are
forwarded to the Department of Labor (DOL). Funding for FECA is normally appropriated to agencies

in the fiscal year two years subsequent to the actual FECA billing from DOL.
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Note 12. Leases:

A. ENTITY AS LESSEE:
Capital Leases:
Summary of Assets Under Capital Lease (by category):

(Dollars in Thousands)

(1) Land and Buildings $ 192,008
(2) Machinery and Equipment -
(3) Other -
(4) Accumulated Amortization (91,888)

Net Assets Under Capital Lease $100,120

Description of Lease Arrangements: Capital leases cover land and buildings at FAA's
Mike Monroney Aeronautical Center (MMAC) in Oklahoma City, Oklahoma, and at the
William J. Hughes Technical Center (WJHTC) located in Pomona, New Jersey. FAA
leases the MMAC land and buildings from the Oklahoma City Airport Trust for $12 million
per year. FAA leases various real property, including the WJHTC technical building, from
the Atlantic County Improvement Authority for $4.8 million per year. FAA's capital lease
payments are funded annually.

Future Payments Due:

Fiscal Year Asset Totals
Category
1) 2) 3)
Year 1 (1999) $ 19,452 $ - $ - $ 19,452
Year 2 (2000) 14,308 - - 14,308
Year 3 (2001) 12,862 - - 12,862
Year 4 (2002) 12,867 - - 12,867
Year 5 (2003) 12,735 - - 12,735
After 5 Years (2004+) 78,813 - - 78,813

Total Future Lease

Payments $ 151,037 $ - $ - $151,037
Less: Imputed Interest (46,818) - - _ (46,818)
Net Capital Lease

Liability $ 104,219 $ - $ - $104,219
Liabilities Covered by Budgetary Resources $ 687
Liabilities Not Covered by Budgetary Resources $103,532
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Note 12. Leases:

Operating Leases:

Description of Lease Arrangements: Operating leases cover USCG leases for real property
with lease terms up to 20 years, FAA leases for property, aircraft, equipment, and
telecommunications which are funded and expensed annually, and a RSPA lease for the
Transportation Safety Institute North Campus.

Future Payments Due:

Fiscal Year Asset Totals
Category
1) 2) 3)

Year 1 (1999) $ 46,316 $ 322 $ 2,708 $ 49,346
Year 2 (2000) 40,451 228 1,909 42,588
Year 3 (2001) 33,675 235 1,905 35,815
Year 4 (2002) 28,488 242 1,877 30,607
Year 5 (2003) 22,481 249 1,885 24,615
After 5 Years (2004+) 57,429 3,643 11,772 72,844
Total Future Lease

Payments $ 228,840 $ 4919 $ 22,056 _$255.,815

B. ENTITY AS LESSOR:

Capital Leases:

Description of Lease Arrangements: In March 1998, FAA entered into a capital lease
agreement with the South Jersey Transit Authority (SJTA) for the sum of $1 for a term of
50 years. The properties under the lease will be transferred to SJTA at the end of the
lease term or upon compliance with the Comprehensive Environmental Response,
Compensation and Liability Act of 1980 (CERCLA), Section 120. FAA recognized a loss
of $27.4 million for buildings and other structures and $.7 million for equipment as a
result of this capital lease.

Operating Leases:

Description of Lease Arrangements FAA leases Ronald Reagan Washington National and
Washington Dulles International Airport to the Metropolitan Washington Airports Authority,
the airports' sponsor. The lease took effect in March 1987 for $3 million per year for a
50-year term. Subsequent annual rental payments are adjusted by applying the Implicit
Price Deflator for the Gross National Product published by the Department of Commerce.
Additionally, the parties may renegotiate the level of lease payments attributable to inflation
costs every year. Upon lease expiration, the airports and facilities, originally valued at
$244 million, together with any improvements thereto, will revert to the Federal Government.
In addition, FAA leases equipment to foreign governments and leases parcels of
Government-owned land, generally for agriculture.
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Note 12. Leases:

Future Projected Receipts:

Fiscal Year Asset Totals
Category
1) (2) 3)
Year 1 (1999) $ 4,193 $ 90 $ 2 $ 4,285
Year 2 (2000) 4,279 90 2 4,371
Year 3 (2001) 4,297 90 2 4,389
Year 4 (2002) 4,712 90 2 4,804
Year 5 (2003) 5,169 90 2 5,261
After 5 Years (2004+) 170,750 90 2 170,842

Total Future Operating
Lease Receivables $ 193,400 $ 540 $ 12 $193,952
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Note 13. Environmental Cleanup Costs:

(Dollars in Thousands)
A. Not Covered by Budgetary Resources

Total
1. Intragovernmental
(1) USCG Environmental Remediation $ 59,762
Total Intragovernmental $ 59,762
2. Public
(1) FAA Decommissioning Cleanup $ 1,900,000
(2) FAA Environmental Remediation 828,900
(3) FAA Environmental Compliance 512,200
(4) MARAD Environmental Remediation 32,878
(5) FAA Air Traffic Control at Closed DOD Bases 3.200
Total Other $ 3,277,178

B. Environmental cleanup and remediation generally occur under the Resource Conservation and
Recovery Act of 1976 (RCRA), the Comprehensive Environmental Response, Compensation and
Liability Act of 1980 (CERCLA or Superfund), or the Toxic Substances Control Act (TSCA). These
laws require owners or operators to follow a prescribed method (generally including identification,
assessment, remediation, and long-term monitoring) of contaminated properties. At the point in
time when contamination is identified, a liability exists.

Types of contamination currently include: fuels from above and underground storage tanks; solvents
and chemicals, and other hazardous substances; ATON batteries improperly disposed of; PCBs
from leaking electrical transformers; and lead paint in soils from improper facility maintenance
procedures. Environmental contamination and required cleanup may be associated with normal
operations or may be the result of an accident.

FAA decommissioning cleanup is estimated cleanup costs which will result from future
decommissioning of FAA facilities and equipment. FAA environmental compliance includes
environmental, occupational safety and health compliance, and energy conservation. FAA air traffic
control at closed DOD bases pertains to FAA continuing to provide air traffic control functions for civilian
users of the National Airspace System near certain DOD bases scheduled for closure. FAA's costs
include those for equipment, real property, and personnel relocation.
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Note 14. Federal Employee and Veterans' Benefits :

(Dollars in Thousands)
A. Not Covered by Budgetary Resources
Value of
Projected
Plan Benefits

1. Pensions:
USCG Retired Pay $ 14,453,200

2. Other Retirement Benefits:
USCG Military Health Care 5,542,900

3. Other Post-Employment Benefits:
Federal Employees Compensation Act Actuarial

Liability 1,060,290
Total Not Covered by Budgetary Resources $ 21,056,390

B. The Coast Guard Military Retirement System (covering both retirement pay and health care
benefits) is funded through annual appropriations and, as such, is essentially a pay-as-you-go
system. Consequently, the only assets in the system are unintentional overpayments in the
past which are due to be repaid by participants. Theunfunded figures reported above reflect
the actuarial accrued liability for both retired pay and health care benefits. Calculation of these
numbers is a multi-step process. First, an "actuarial present value of accumulated plan
benefits" is derived from the future payments that are attributable under the retirement plan's
provisions to a member's credited service as of the valuation date (e.g., benefits to retired
members or their beneficiaries). The accumulated plan benefits are converted to a present value
of future benefits by applying assumptions to reflect the time value of money and the probability
of payment between the valuation date and expected date of payments. The significant actuarial
assumptions used in this conversion include: life expectancy, cost of living increases, and
investment return. The present value of future benefits is then converted to anunfunded accrued
liability by subtracting the present value of future employer/employee normal contributions as
well as any assets in the system. Since this valuation is based on demographic data as of
September 30, 1997, the resultingunfunded accrued liability is projected to September 30, 1998,
by taking into account expected changes during the course of FY 1998 (e.g., normal cost/interest
expenses, expected payments to retirees and annuitants, and interest).

Federal Employees' Compensation Act liabilities include the expected benefits for death, disability,
medical, and miscellaneous costs for approved compensation cases. The liability is determined
using a method that utilizes historical benefit payment patterns related to a specific incurred
period to predict the ultimate payments related to that period. Consistent with past practice,
those projected annual benefit payments have been discounted to present value using the Office
of Management and Budget's economic assumptions for 10-year Treasury notes and bonds.

&¥DOT Consolidated Financial Statement FY 1998 101



Notesto the Financial Statements

Note 14. Federal Employee and Veterans' Benefits :

Interest rate assumptions utilized for discounting were as follows:

1998 1997
5.60% in year 1, 6.24% in year 1,
and thereafter 5.82% in year 2,

5.60% in year 3,
5.45% in year 4,
5.40% in year 5,

and thereafter

To provide more specifically for the effects of inflation on the liability for future workers' compensation
benefits, wage inflation factors (cost of living adjustments or COLAs) and medical inflation factors
(consumer price index medical or CPIMs) are applied to the calculation of projected future benefits.
These factors are also used to adjust the methodology's historical payments to current year
constant dollars. The methodology also includes a discounting formula to recognize the timing

of compensation payments as thirteen payments per year instead of one lump sum per year.

The projected number of years of benefit payments is 37 years.

The compensation COLAs and CPIMs used in the projections were as follows:

EY COLA CPIM
1989 4.47% 6.98%
1990 4.43% 8.40%
1991 5.03% 9.36%
1992 5.00% 7.96%
1993 2.83% 6.61%
1994 2.77% 5.27%
1995 2.57% 4.72%
1996 2.63% 4.00%
1997 2.77% 3.11%
1998 2.70% 2.77%
1999 1.50% 3.56%
2000 1.70% 3.81%
2001 2.17% 3.93%
2002+ 2.30% 3.93%

The model's resulting projections were analyzed to insure that the amounts were reliable. The
analysis is based on three tests: (1) a comparison of the current year projections to the prior year
projections, (2) a comparison of the prior year projected payments to the current year actual
payments, excluding any new case payments that had arisen during the current year, and (3) a
comparison of the current year actual payment data to the prior year actual payment data.

Based on the outcome of this analysis, ad hoc adjustments were made to correct any anomalies
in the projections.
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Note 15. Contingencies:

Leqgal Proceedings FAA recognized contingent liabilities of $433.4 million for certain legal claims.
This represents a decrease in the amount of $4.8 million from FY 1997. Such claims are those

that have been brought to the attention of the FAA Office of Chief Counsel (OCC) and that (1) have
been asserted, or, if not yet asserted, in the opinion of the OCC are more likely to be asserted than
not; (2) in the opinion of the OCC are more likely to be paid than not; and (3) for which the OCC can
estimate the probable payment. Of these contingent liabilities for legal claims recognized,
approximately $96.1 million could be payable from agency appropriations and approximately
$337.3 million could be payable from the permanent appropriation for judgments, awards, and
compromise settlements (Judgment Fund) administered by the Department of Justice. The maximum
exposure associated with such claims is $81.4 billion. Therefore, FAA's exposure to loss for such
contingent liabilities in excess of the amount recognized is $81 billion.

Coast Guard has sixteen claims pending before the Board of Contract Appeals or court of Federal
Claims for a total of $5.8 million. The probability of outcome is uncertain, and the amount of loss,
if any, cannot be reasonably estimated. Coast Guard currently is defending 142 pending formal Equal
Opportunity Commission cases. While most have a maximum potential liability of up to

$500,000, actual liability cannot be reasonably estimated, but is expected to be a mere fraction

of the potential. Six discrimination cases are pending in the Federal courts, but the likelihood of

a material adverse outcome to the Coast Guard is considered to be remote. Various admiralty,
military compensation, and Federal Tort Claims Act claims pending may be paid but should not be
of a material amount. For claims that have been referred for litigation to the Department of Justice,
there is a reasonable possibility that some claims will be paid out of the Judgment Fund, with an
aggregated range of loss of up to $2.5 million.

Coast Guard may be held responsible for cleaning up toxic or hazardous substances at many of its
currently-owned and formerly-owned facilities. The potential range for loss is estimated up to $4.6 million.
There is a reasonable possibility of an adverse outcome, but the amount of loss, if any, cannot be
reasonably estimated. The Coast Guard has received Notice of Intent to Sue concerning its ATON
battery recovery and disposal program. There is a reasonable possibility of an adverse outcome, and
the amount of loss in that instance is estimated at more than $750,000. The Coast Guard is a
responsible party in sixteen cases under the Comprehensive Environmental Response, Compensation,
and Liability Act of 1980 (CERCLA). There is a reasonable possibility of an adverse outcome in at
least some of these cases, with an aggregated potential loss of up to $4.0 million payable from the
Judgment Fund. There are an additional ten CERCLA cases in which there is a reasonable possibility
of an adverse outcome, but the range of loss cannot be estimated.

The Oil Spill Liability Trust Fund exists for the purpose of administratively paying claims relating to oil
spills. There are 2,164 claims against the fund for a total of $75.2 million pending adjudication by the
National Pollution Funds Center. An adverse outcome is probable in the aggregate, but the amount of
loss cannot be reasonably estimated. There are three actions pending in Federal Court against the fund
with a total of $6.7 million at issue. Although the Coast Guard is contesting each of these claims,

there is a reasonable possibility of an adverse outcome in each. The amount of loss, if any, cannot

be reasonably estimated.

&¥DOT Consolidated Financial Statement FY 1998 103



Notesto the Financial Statements

Note 15. Contingencies:

Return Rights Program. FAA contingent liabilities for the Return Rights Program decreased by

$9.6 million from $41.5 million in FY 1997 to about $31.9 million in FY 1998. The program covers
temporary assignments for 2 to 4 years. At the beginning of FY 1998, approximately 854 employees
who previously had accepted transfers to overseas or certain domestic locations were contractually
entitled to a future return move at Government expense. The typical cost per move is $50,000.

The liability may be overstated because not every employee remaining in the program will exercise
his or her rights. If every employee in the program did exercise his or her rights, the liability would

be as follows:

FY 1999 9,800,000
FY 2000 8,600,000
FY 2001 13,550,000

$31,950,000

Aviation Insurance Program. FAA may issue aircraft hull and liability insurance under the Aviation
Insurance Program for certain air carrier operations. FAA’s authority to issue insurance is limited to
situations where commercial insurance is not available on fair and reasonable terms and where the
operation to be insured is necessary to carry out the U.S. Government's foreign policy. No claims
for losses were pending as of September 30, 1998.

The categories of insurance issued by FAA are: (1) premium insurance, for which a risk-based
premium is charged to the air carrier; and (2) non-premium insurance. Non-premium insurance,
which represented all of the insurance issued by FAA in FY 1998, is issued for air carrier operations
under contract to or on behalf of a U.S. Government agency, provided that the agency has an
agreement with FAA to indemnify FAA against all losses covered by the insurance. FAA

maintains standby non-premium war-risk insurance policies for 48 air carriers having approximately
936 aircraft available for Defense or State Department charter operations.

FAA normally insures only a small number of air carrier operations at any time. Airspace and
airport capacity in areas where FAA insurance coverage would apply is usually very limited, so
that FAA expects to be able to terminate insurance coverage and/or insured air carrier
operations in high-risk areas after the loss of no more than two aircraft. Thus, probably no

more than two FAA-insured aircraft could be lost before the FAA exercises its regulatory
authority to stop flights to the area of loss. FAA establishes maximum liability for losing one
insured aircraft at the limit of commercial insurance that applied to that aircraft before FAA issued
its insurance. This liability covers third party losses. In many cases, FAA's maximum liability is
$1 billion; usually it is less. Assuming a loss of not more than two aircraft per year, the maximum
expected insurance liability for any year would be $2 billion. Since inception of the program
(including the predecessor, the Aviation War Risk Insurance Program, dating back to 1951),
only four claims, ranging from $626 to $122,469, respectively have been paid.
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Note 16. Net Position:

A. Unexpended Appropriations

(1) Unobligated
a. Available
b. Unavailable
(2) Undelivered Orders
Total

B. Cumulative Results of Operations
Trust Fund Equity Balances:

(1) Unobligated
a. Available
b. Unavailable
(2) Undelivered Orders
Total

DOT trust fund equity balances included above are for the Highway Trust Fund, the Airport and
Airways Trust Fund, the Oil Spill Liability Trust Fund, and the Aquatic Resources Trust Fund.

(Dollars in Thousands)

$ 2,273,696
160,446
6,919,238

$ 9,353,380

$ 8,911,569
2,443,490
8,685,635

$ 20,040,694
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Note 17. Total Cost and Earned Revenue by Budget Functional Classification:

(Dollars in Thousands)

Total Earned Net
Cost Revenue Cost
Functional Classification:

050 National Defense $ 100,779 $ - $ 100,779
400 Transportation 41,872,796 927,882 40,944,914
450 Community and Regional Development 302 - 302
800 General Government 47 - 47
Total Cost $ 41,973,924 $ 927,882 $ 41,046,042
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Note 18. Net Cost by Program:

(Dollars in Thousands)
Program Costs
1. Surface

Federal Aid Highways

Surface Transportation $ 6,290,272
Misc. Federal Aid Highway Programs 5,269,282
Interstate Maintenance 3,083,217
Bridge Programs 2,079,994
National Highway System 2,039,397
Mass Transit 1,869,314
Congestion Mitigation and Air Quality 872,109
Minimum Guarantee 739,545
Federal Transit Administration 2,421,024
Federal Railroad Administration Grants 479,434
Federal Highway Program 412,603
Northeast Corridor 391,089
National Highway Traffic Safety Administration 184,343
Other Rail Programs 67,274
Research and Special Programs Administration 66,882
Rail Safety 54,737
High Speed Trainsets 30,500
Alameda Corridor 20,538
Rail Research 16,067
Surface Transportation Board 15,959
Total Surface Program Costs $26,403,580
2. Air
Air Traffic Services $ 5,728,196
Airports 1,436,541
Research and Acquisition 1,044,382
Regulation and Certification 690,423
Civil Aviation Security 156,039
Other Aviation Programs 19,683
Commercial Space 7,027
Total Air Program Costs $ 9,082,291
3. Maritime
Coast Guard Operating Expenses $ 2,826,653
Coast Guard Retired Pay 1,660,731
Coast Guard Acquisition and Construction 430,980
Coast Guard Oil Spill Liability 86,705
Maritime Security Program 81,431
Maritime Operation and Training 74,350
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Note 18. Net Cost by Program:

Coast Guard Reserve Training
Coast Guard Boat Safety
Other Coast Guard Programs
Maritime Operating Differential Subsidy
Other Maritime Programs
Maritime Title XI Loan Program
Total Maritime Program Costs

67,370
47,881
31,206
37,049 °
36,851
21,038
$ 5,402,245
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Note 19. Deferred Maintenance:

(Dollars in Thousands)

Cost to
Return to
DOT Asset Acceptable
Entity Category Method Condition*  Condition**
FAA Buildings Condition Assessment 4&5 $ 18,214
Survey
Other Structures and Facilities Condition Assessment 4&5 $ 1,231
Survey
MARAD Vessels, Ready Reserve Force Condition Assessment 3 $ 19,093
Survey
Real Property, Anchorage Condition Assessment 4 $ 7,500
Survey
Real Property, Buildings Condition Assessment 5 $ 12,515
Survey
*Condition Rating Scale:
1 - Excellent
2 - Good
3 - Fair
4 - Poor
5 - Very Poor
**Acceptable Condition is:
FAA Buildings 3 - Fair
FAA Structures and Facilities 3 - Fair
MARAD Vessels, Ready Reserve Force 1 - Excellent - Ships are seaworthy and ready for
mission assignments within prescribed time
limits.
MARAD, Real Property, Anchorage 3 - Fair - Adequate water depth, shore power, and
mooring capabilities.
MARAD, Real Property, Buildings 3 - Fair - Buildings are safe and inhabitable.
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Note 19. Deferred Maintenance:

Other Information: Deferred Maintenance is maintenance that was not performed when it should
have been or was scheduled to be performed and delayed until a future period. Maintenance is
keeping fixed assets in acceptable condition, and includes preventative maintenance, normal
repairs, replacement of parts and structural components, and other activities needed to preserve
assets in a condition to provide acceptable service and to achieve expected useful lives.

No material maintenance was deferred on FAA land, aircraft, National Airspace Equipment,
general purpose equipment, or assets under capital lease. MARAD reports no material deferred
maintenance for other vessels or equipment.
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Note 20. Taxes and Other Non-Exchange Revenue:

(Dollars in Thousands)

A. Taxes and Other Non-Exchange Revenue: FY 1998
(1) Gasoline, Fuel, Tires, etc. $26,627,765
(2) Passenger Ticket Taxes 6,190,226
(3) Investment Income 2,289,714
(4) Transfer from FTA Trust Fund to General Fund 2,260,000
(5) International Departure Taxes 947,775
(6) Airway Fuel Taxes 702,336
(7) Aquatic Resources Trust Fund Taxes 405,165
(8) Way Bill Taxes 313,503
(9) Treasury Revenue 64,112
(10) Fines and Penalties 8,746
(11) Oil Spill Liability Taxes 110
(12) Tax Refunds and Credits (43,191)
(13) Miscellaneous Non-Exchange Revenue 33.052

$39,799,313

B. Taxes are collected by the Department of the Treasury (Treasury) Internal Revenue Service for DOT's
Highway Trust Fund, the Airport and Airways Trust Fund, the Aquatic Resources Trust Fund, and
the Oil Spill Liability Trust Fund. These taxes can be withdrawn only as authorized by various DOT
appropriations. Treasury estimates taxes to be collected each quarter and adjusts the estimates
by actual collections. The adjustment for actual collections lags about six months after the estimate.
Historically there has been a variance between the estimate and actual. Therefore, a precise
determination of tax collections as of September 30, 1998, will not be available until March 1999.

The Taxpayer Act of 1997 (P.L. 105-34) delayed the collection date of excise taxes for the Airport
and Airways Trust Fund until the first quarter of FY1999. Because of the delayed deposit rule these
receipts, otherwise due in the fourth quarter of FY 1998, were not included in the tax receipt amounts
reported for FY 1998. The Treasury Office of Tax Analysis estimated the tax receipt amount as
approximately $1.1 billion for the tax quarter ending September 30, 1998, that would be due in
October 1998.
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Note 21. Prior Period Adjustments:

(Dollars in
Thousands)

A. Prior Period Adjustments: FY 1998
(1) Property Adjustments $ (12,220,355)
(2) Unfunded Coast Guard Medical Liability Adjustments (3,463,191)
(3) Unfunded Coast Guard Pension Liability Adjustments (1,537,000)
(4) FAA and Coast Guard Cleanup Cost Implementation (1,538,631)
(5) Miscellaneous FAA Adjustments (296,061)
(6) FAA Airport Improvement Grant Adjustments (145,602)
(7) Inventory and Related Material Adjustments 214,868
(8) FAA Judgment Fund Adjustments (38,879)
(9) Highway Trust Fund Reclassification of Advances 19,578
(10) STB Federal Employees' Compensation Act Adjustments (5,026)
(11) Highway Trust Fund Close out Liability Account (890)
(12) Cash Difference Adjustments (511)
(13) Other Miscellaneous Adjustments 272
Total $ (19,011,428)

B. Property adjustments were due to removal of stewardship assets from the balance sheet,
a change in the capitalization threshold, propertyreconciliations, revaluation of assets, and
depreciation adjustments. Cleanup cost implementation resulted from new accounting
policy in regard to recognition of cleanup costs. Inventory and related property adjustments
are changes in values for inventory, operating materials and supplies, and field spares.
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Note 22. Statement of Budgetary Resources:

(Dollars in Thousands)
FY 1998

A. The Net Amount of Budgetary Resources Obligated for Undelivered
Orders at the End of the Period: $ 42,871,195

B. Available Contract Authority at the End of the Period: $ 5,308,190
Available Borrowing Authority at the End of the Period: $ 102,405

Describe Repayment Requirements, Financing Sources for
Repayment, and Other Terms of Borrowing Authority:

Borrowing Authority pertains to FRA. The principal on current
borrowing authority matures in the year 2035. Until such time
as the debtor's repayment schedule equals or exceeds interest
expense to Treasury, FRA will borrow the required amounts
yearly.

The FAA Aircraft Purchase Guarantee Program is funded under
the authority to borrow from the U.S. Treasury granted by
Congress in the DOT and Related Agencies Appropriation Act,
1983. Borrowing authority is implemented through a blanket
promissory, which provides FAA with a line of credit for the full
amount of borrowing authority granted through Congress.
Because authorization for issuing new loan guarantees expired
in 1988, FAA has not issued any new guaranteed loans. In

FY 1998 FAA had an outstanding loan which was refinanced
through an advance from Treasury, which is payable with interest
on September 30, 2000. Although FAA does have borrowing
authority, it is seeking a liquidating appropriation to pay off the
remaining note with Treasury and end the program.

C. Adjustments During the Reporting Period to Budgetary Resources
Available at the Beginning of the Year: $ (652,627)

Provide a Complete Explanation of These Adjustments:

Adjustments consist of rescissions and prior year recoveries.
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Note 22. Statement of Budgetary Resources:

D. Describe Existence, Purpose, and Availability of Permanent
Indefinite Appropriations:

FRA has permanent indefinite appropriations to provide subsidy
adjustments under the Credit Reform Act for potential defaults
on direct loans to railroads. Availability extends throughout the
life of the loan program.

E. Describe Information About Legal Arrangements Affecting the Use of
Unobligated Balances of Budget Authority, Such as Time Limits,
Purpose, and Obligation Limitations:

Annual appropriations provide for obligations in the year of
apportionment. Unobligated amounts may be used for upward
adjustments of existing obligations through the five-year
expired status. Unobligated balances of no-year appropriations
may be reapportioned each year.

F. Reconcile and Explain Any Differences from the Balance Sheet,
such as for Contract Authority:

HTF has unfunded contract authority of about $49.3 billion, of
which about $31.2 billion is obligated and about $18.1 billion is
unobligated. FAA has unfunded contract authority of about
$296 million, of which about $221 million is obligated and
about $75 million is unobligated.

114 &¥DOT Consolidated Financial Statement FY 1998



Notesto the Financial Statements

Note 23. Financing Sources Yet to be Provided:

(Dollars in Thousands)

FY 1998
A. Financing Sources Yet to be Provided: $ 6,902,266
(From Statement of Financing)
Prior Year USCG Retired Pay 13,982,109
Prior Year Environmental Remediation 2,555,284
Prior Year Federal Employees' Compensation Act
Billings and Actuarial Liabilities 1,238,784
Prior Year Accrued Pay and Benefits 671,006
Prior Year Contingent Liabilities 465,394
Prior Year Capital Leases 101,656
Prior Year Unadjudicated Claims 7,558
Other Miscellaneous 27,144

Liabilities Not Covered by Budgetary Resources $ 25951,201

B. Financing Sources Yet to be Provided from the Statement of Financing are limited to FY 1998
activities while Liabilities Not Covered by Budgetary Resources also include unfunded activities

from prior years.
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Note 24. Dedicated Collections:

(Dollars in Thousands)

FY 1998
Aquatic Resources Oil Spill Liability
Trust Fund Trust Fund
Investments $ 1,002,564 $ 1,082,936
Other Assets 31,507 39,299
TOTAL ASSETS $ 1,034,071 $ 1,122,235
Liabilities Payable $ - $ 9,058
Other Liabilities 24,782 -
TOTAL LIABILITIES $ 24,782 $ 9.058
TOTAL NET POSITION $ 1,009,289 $ 1,113,177
TOTAL LIABILITIES AND NET POSITION $ 1,034,071 $ 1,122,235
NET COST $ (47,881) $ (86,705)
OTHER FINANCING SOURCES 133,365 48,550
OTHER CHANGES IN FUND BALANCE - (3,116)
TOTAL CHANGES IN FUND BALANCE $ 85,484 $ (41,271)
BEGINNING NET POSITION 923,805 1,154,448
TOTAL NET POSITION $ 1,009,289 $ 1,113,177

Highway Trust Fund and Airport and Airways Trust Fund dedicated collections are described in
their stand-alone financial statements.
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Note 25. Custodial Activity:

Revenue Activity:

Sources of Cash Collections: (Dollars in Thousands)
(1) Fines and Penalties $ 24,539
(2) USCG Yacht and Boat Fees 14,791
(3) USCG General Fund Property Collections 2,370
(4) Miscellaneous Receipts 1,103
(5) USCG Registration and Filing Fees 1,042
(6) Refunds and Recoveries 37
(7) Marine Inspections 11
Total Cash Collections $ 43,893
Accrual Adjustment 1,105
Total Custodial Revenue $ 44,998

Disposition of Collections:

Transferred to Treasury (General Fund): $ 43,893
(Increase) Decrease in Amounts to be Transferred 1,105
Net Custodial Revenue Activity $ -
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Note 26. Saint Lawrence Seaway Development Corporation:

Condensed FY 1998 Information:

Cash and Short-Term Time Deposits
Long-Term Time Deposits

Accounts Receivable

Inventories

Property, Plant and Equipment
Deferred Charges

Other Assets

TOTAL ASSETS

Current Liabilities
Actuarial Liabilities

TOTAL LIABILITIES

Invested Capital

Cumulative Results of Operations
TOTAL NET POSITION

TOTAL LIABILITIES AND NET POSITION

(Dollars in Thousands)

$ 11,700
1,412

211

273

86,460

1,688

576

3 102,320
$ 1,913
1,688

$ 3.601
$ 101,283
(2.564)

$ 98,719
3 102,320
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